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The distance to death 


EADERS who travel much are inter- 
R ested in how far their peregrinations 
may take them before the inherent risks 
in transportation bring their journeys to 
a too sudden stop. 


By automobile, bus, air or rail are your 
chances best? 


Travel statistics of the past five years 
indicate that you can go six times as far 
by rail as you can by air before being 
mathematically certain of meeting death. 


Rail transportation is eight times safer 
than auto and taxi in terms of death, 
and seventeen times safer in terms of 
injury. The Chesapeake and Ohio Rail- 
way Company, for example, has not suf- 
fered a passenger fatality in the last 
thirty-seven years. 


Paradoxically, bus travel is slightly 
safer than rail travel. Statistics do not 
tell us why bus travel per passenger mile 
is eleven times as safe as travel by auto 
and taxi. We can be sure that among the 
reasons are: the bus has fewer drunken 
drivers than the auto, and when collision 
between them occurs it is more likely to be 
fatal to the occupants of the auto; when 
collision occurs between the bus and the 
truck they are more on equal terms. 


Even two and one-tenth fatalities per 
100 million passenger miles, as was the 
experience of autos and taxis, does not 
cause one to stop and listen unless it is 
expressed in more earthly figures. 


What interests the taxi driver is how 
many lifetimes he could spend in his daily 
stint behind the wheel before statistically 
being injured or killed. Assuming a forty- 
year working life a hundred miles a day, 
two hundred and fifty days a year, the 
taxi driver could expect to go fifty life- 
times without being killed, but only two- 
thirds of a lifetime without being injured. 


When it comes tothe distance to death we 
find that it is twenty-five hundred times 
around the earth by air and fifteen thou- 
sand times around the earth by rail. (And 
there are some commercial travelers who 
feel that they must be approaching these 
figures!) 


The airplane pilot doing only nine hun- 
dred and fifty hours per year for only 
twenty years at two hundred and fifty 
miles per hour can expect to spend only 
thirteen working lifetimes before meeting 
death. There is the consolation of know- 
ing, however, that there is very little pros- 
pect of his being merely injured. 


The railway conductor, looking forward 
to a fifty-year working life one hundred 
and fifty miles per day, three hundred 
days per year, can reasonably expect to go 
one hundred and sixty-five lifetimes with- 
out death, but only five lifetimes without 
injury. 

We office workers and non-commercial 
travelers may have a less glamorous ex- 
istence than the airplane pilot, but before 
we cloister ourselves to escape the mathe- 
matical certainty of death by travel if 
continued long enough, we might remem- 
ber that more accidents occur at home 
than any place else on earth. At home the 
distance to death may be only to a slip- 
pery bathtub. 





Travel expectancy before meeting death expressed 
in millions of miles of travel per passenger fatality 
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This is a column which appears in the July issue of Railway Progress Magazine, written by Robert R. Young, 


Chairman of the Federation for Railway Progress, and is reproduced here as a public service. 


Chesapeake and Ohio Railway 


Terminal Tower, Cleveland 1, Ohio 
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© What Keeps 


a Customer Happy? 


We thought this man might have 
some inter gepnswers. — 

He was thorpl uly fespected in 
his field, a wef m figure in 
advertising, and one ofour custom- 
ers for a good many years. 





In fact, as he said when we talked 
to him, “I guess I first opened my 
account with Merrill Lynch about 
20 years ago—and since then you’ve 
always had all my business.” 


Well, naturally, that was nice to 
hear. But we were even more inter- 
ested in ‘why’ 


His answer went something like 
this: 


“Well, in the first place, I just 
feel comfortable at Merrill Lynch. 


“Of course, I’ve always had the 
same account executive, and his 
service has been of a consistently 
high calibre. I like the special 
studies and reports he sends me 
from time to time—like the way 
he passes along any items of in- 
formation that might affect the 
value of the stocks I own. 


“Over the years, too, I’ve found 
that Merrill Lynch is just as con- 
cerned with an order for 10 shares 
as it is for 100, and handles it 
just as efficiently. 

“But looking back over 20 years, 
the thing that stands out most in 
my mind is that you’ve never tried 
to sell me a thing—never pushed 
for that extra commission.” 


That’s a basic policy, of course, 
in all our dealings with our cus- 
tomers. A policy we'd like you to 
test for yourself. 


MERRILL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 100 Cities 
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Your telephone is worth far more than it costs. 
The cost of a call can be counted in pennies. 


The value is often beyond measure. 
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The Trend of Events 


THE REALITIES REMAIN ... By the time this issue is 
in the hands of our readers, the Republican candi- 
date for the Presidency will have been chosen. Soon 
after, the Democratic candidate will be known. 
Judging by the highly charged political atmosphere, 
even before the campaign has fairly started, the 
country is in for a prolonged period of excitement 
far in excess of that normal in our national elec- 
tions. No doubt the people will be titillated by charge 
and counter-charge as the campaign gets into full 
swing. For this the nation will undoubtedly be grate- 
ful as it turns away in relief from the Korean war, 
the Kremlin germ charges, Mossadegh and his faint- 
ing spells, high taxes and all the other portents of 
the times. 

After this is all over, however, it might be well 
to remember that the great problem of how to protect 
fundamental American interests—its security, its 
economy and its institutions—will remain no matter 
how the campaign is conducted and no matter who is 
elected. In that sense, the nation probably can afford 
the coming political spectacle since it knows quite 
well that the vast issues which remain unsettled will 
have to be met on their own terms regardless. 


however, managed to halt the insurrection and finally 
contrived to put through a bill which maintains some 
sort of control over prices for a period long enough 
to enable the nation to bridge the gap between the 
Seylla of a potential inflationary threat and the 
Charybdis of a straight-jacket control system. 

As much as the ending of controls is to be desired 
in a free economy, there is no use blinking the fact 
that as long as we are adrift in a world of great 
tension and danger, where anything can happen 
quickly, there is no sense in removing a barrier to 
uncontrolled inflation. If we were living in normal 
times, controls would not be necessary. Unfortun- 
ately, we are living in a highly abnormal period. The 
Senate realized this in its more sober-minded ap- 
proach to the problem. 

What has actually happened is that a certain degree 
of flexibility, hitherto lacking, has been introduced 
into the methods of handling controls. Under the new 
bill, the timing and method of control are left to the 
stabilization authorities who are in a better position 
than the O.P.S. to determine whether the totality of 
factors entering the making of prices, such as supply, 
under-ceiling prices, wage pressures and relation- 





EXTENDING PRICE CONTROLS 
... The Administration and 
Congress alike just managed 
to come in under the wire with 
its new controls bill. Only a 


We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for 


ships, business and living costs 
—will permit a loosening of 
controls in conformity with 
the necessity of maintaining a 
stable economy. 


Business?” This er ies’ 
This, it seems to us, is a rea- 








few hours before controls 
would have lapsed June 30, it 
looked as if a runaway House 
had finally managed to put the 
quietus on the whole business. 
A more responsible Senate, 





regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








sonable and effective method 
of dealing with this urgent 
problem. Any fair-minded per- 
son can see that to cast the 
nation adrift on a sea of rising 
prices would not only create 
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untold hardship for millions of American families but 
would unhinge the whole economy in the event of 
some sudden and major development, as a war or 
even a sudden war threat. On the other hand, if we 
are to be spared from such a disaster for many years, 
it is necessary for the nation to learn to lean as little 
as possible on the artificial support of government 
controls. What the bill does is to nudge the country 
into a position where it can prepare itself gradually 
for the relinquishment of controls. 

One thing more can be said about this question 
of controls and that is if the government itself had 
not played fast and loose with the problem so that, 
in the final analysis, the nation could not tell where 
it stood from one week to another on the question 
of prices and credit relaxation, it is probable that 
Congress might have dealt with the problem more 
systematically at the outset. ‘However, we should be 
thankful that the Senate came to the rescue and gave 
the nation a breathing spell not only in which to 
prepare for decontrol eventually but to plan for the 
best manner in which this can be accomplished 
smoothly and with the greatest benefit to all. 


U. S. STOCK OWNERSHIP INCREASING .. . A most 
comprehensive and revealing census regarding the 
actual ownership of American industry—the first of 
its kind in history—has just been released by the 
Brookings Institution. Prepared at the invitation of 
the New York Stock Exchange, the survey, in brief, 
shows that the 6.5 million individuals who own the 
nation’s corporations come from all walks of life. 
It squarely refutes the old myth that the “capitalists” 
run this country. Most emphatically, it points out 
that the small man plays a large part in American 
business today. 

Among the other pertinent facts disclosed which 
we feel our readers should know are: 76‘ of the 
stockholders earn less than $10,000 annually; there 
are slightly more men than women investors; indi- 
viduals owning only one issue account for 46% of all 
share owners; and that one-third of all participants 
are housewives. Not to be overlooked is proof at last 
that share ownership is more frequent in medium- 
size cities than in larger cities. While space prevents 
us from describing many more points of particular 
interest, we were especially impressed by the tre- 
mendous growth in newcomers to the investment 
ownership—1.3 million since the end of World War II. 

There is no doubt that the American people have 
been handed a forceful weapon to combat future 
communist propaganda that U. S. stock ownership is 
a special privilege reserved for the millionaire. But 
more important is the knowledge that the average 
American is showing his faith more and more in 
the free enterprise system at such a crucial time 
when there is a greater need than ever. 


THE UNITED STATES—A HAVE-NOT NATION? ... The 
President’s Materials Policy Commission has just 
issued a report which, if its conclusions are war- 
ranted, should make us thoroughly apprehensive over 
the future of our children and grandchildren. On the 
basis of this report, it would seem that in a quarter 
of a century or so the United States, once the store- 
house of the world, for a great number of vital prod- 
ucts, is going to be big nation in respect to popula- 
tion and financial resources but insufficiently blessed 


with the raw materials it will need to keep its econ- 
omy going. In other words, we are going to become 
a “have-not” nation. 

The Commission seemed quite disturbed over this 
prospect and makes a number of suggestions to coun- 
ter the potential evil. These recommendations are 
undoubtedly made sincerely but they are based on the 
premise that only the government can find the neces- 
sary solution. We have no doubt that government 
scientists can be successful, as they have in the past, 
in discovering substitutes for raw materials in short 
supply but it is obvious that the greatest advance in 
this direction can only come from private initiative. 
Certainly, the most formidable accomplishments in 
both raising the supply of raw materials and in find- 
ing substitutes for them has been by private industry 
operating in a free democracy. Time and again in the 
past, whenever it appeared that our natural resources 
were running short, the technicians and scientists 
employed by American industry have shown, under 
the stimulus of capital freely employed, that they 
were capable of extending our economic horizons 
endlessly. 

As long as men with imagination, ability and dar- 
ing are left free to use their talents as they will, this 
nation will never need to fear that it will be lacking 
the essentials some time in the distant future. In any 
case, a whole new world has been opening up with 
the discovery and development of a host of synthetics 
and substitutes. It is not so long ago, for example, 
that pessimists feared that a hostile power might 
deprive us of much-needed natural rubber; yet, 
our scientists were able to expand the production of 
synthetic rubber beyond the wildest dreams of the 
original discoverers. There are tens of thousands of 
other examples of similar ingenuity by American 
technicians. It is, therefore, conclusive that as long as 
we continue to boldly exercise our talents in a free 
society, we never need fear for our future no matter 
how many charts and tables the government presents 
to the contrary. 


DIVIDEND TREND ... For the first five months of this 
year, dividends publicly reported amounted to $2,656 
million, a gain of 6% over the same period last year. 
Cash dividends in May were $234 million, an increase 
of 10° over May 1952. The larger amount of divi- 
dends is somewhat surprising as at the beginning of 
the year it seemed that high taxes, the lowering profit 
margin, and lessened corporate liquidity, would have 
some effect in reducing the total amount of dividends. 
Actually, net earnings are running about 10°- under 
those of 1951 so that the reason for the increase in 
dividend payments is probably that directors feel 
the near-term outlook is sufficiently favorable to 
warrant maintenance of current rates or increases, 
where individual instances warrant. 

It also must be taken into consideration that man- 
agements payed out an abnormally low percentage 
of earnings in dividends since 1945 so that they feel 
that stockholders are entitled to continued satisfac- 
tory cash payments, even though general conditions 
have become less profitable as compared with the 
period directly after the outbreak of the Korean war. 

The fact that dividend payments, in bulk, have 
increased does not mean uniformity throughout all 
industry. Largest gains in manufacturing have oc- 
curred in petroleum, up (Please turn to page 458) 
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As J Seo Jt! 


By JOHN CORDELLI 


DANGEROUS ILLUSIONS FOR UNDEVELOPED COUNTRIES 


i... can well imagine that those American 
officials who one year ago were doing their best to 
convince their British colleagues of the political in- 
evitability of the nationalization of the petroleum 
industry in Iran, are probably wishing now that they 
had exerted their influence to avert that unfortunate 
development. Nor is Washington so certain now of 
the wisdom of ap- 
peasing Cairo poli- 
ticians on the Suez 
Canal and the Su- 
dan. For now the 
shoe is on the other 
foot and the chick- 
ens are coming home 
to roost. The slogans 
“nationalization” 
and “national own- 
ership of resources” 
which last year 
echoed in Teheran 
and Cairo are today 
proclaimed in La 
Paz, Guatemala 
City, Santiago, Rio, 
and of course, 
Buenos Aires. Now 
the harassed politi- 
cians of the Western 
Hemisphere, as 
those in the Middle 
East, are using these 
slogans for the same 
reasons: to divert 
public attention 
from economic ten- 
sions stemming from population pressures, the de- 
cline of export prices, and postwar readjustments 
in general. 

In Bolivia the nationalization of the tin mines, the 
most important natural resource and the principal 
earner of foreign exchange, has become the battle 
cry of the new Government which came to power 
after a short but bloody revolution in April. The new 
President, Sr. Paz Estenssoro, a good friend of Ar- 
gentina’s General Peron, promised “to liberate the 
workers from Yankee imperialists”—the chief in- 
vestors in the mines. Two weeks ago in Guatemala, 
the Arbenz regime which relies for its power chiefly 
on the communist-dominated labor unions, finally put 
through a law nationalizing all uncultivated land, 
which supposedly is to be leased to the native Indian 
population. The measure spells more trouble for the 
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United Fruit Company, the largest enterpreneur in 
the country, but may also inflict a mortal blow on 
the chief export industry, coffee. 

Before long more countries may be involved. In 
the Middle East, the Soviet radio propaganda is busy 
hammering into the economically-depressed, back- 
ward Arab population of Iraq, Kuwait, Behrein and 
even Saudi Arabia 
that unless the oil 
resources are na- 
tionalized, the na- 
tional patrimony 
will be dissipated by 
foreigners. In the 
Western Hemis- 
phere the place of 
Moscow’s propagan- 
da has been taken by 
Buenos Aires, which 
while depicting “the 
glorious achieve- 
ments” of the Peron 
regime, is viciously 
attacking the ‘“‘im- 
perialists of Wall 
Street’, vilifving 
private enterprise, 
and stirring up class 
conflicts in neigh- 
boring countries. 

Apparently the 
economic straits in 
which Argentina, 
once one of the 
wealthiest countries 
in the world, has 
found herself has not shaken General Peron’s ambi- 
tion to create “‘a third force’”—a neutral bloc—in the 
south portion of Latin America. Who knows, but that 
in time it may be General Peron’s aim to join such a 
Western Hemisphere neutral bloc with the “third 
force’ in Western Europe. If totalitarian parties in 
Italy and Germany continue to gain ground—as they 
had been doing during the past year—such a bloc of 
neutral totalitarian countries would be in a realm of 
reality, particularly since they would be economically 
complementary. Such a neutral bloc would probably 
include Spain also and possibly even the Mohamme- 
dan world. 

It is indeed a great tragedy for the recovery and 
the political stability of the whole Western World 
that pro-totalitarian, anti-capitalist propaganda and 
such nationalization (Please turn to page 458) 
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Market Discounts Election Implications 


The past fortnight brought a further selective rise in stock prices. despite moderate pre-holiday 
profit taking. The Dow industrial average is up to its key supply level for the fourth time since 
last autumn. There are chances for some additional summer rise. Those for a sustained, broad 


forward drive remain as conjectural as heretofore. What is best policy? 


By A. T. MILLER 


pi stock prices had a good further gain 
over the past fortnight before a slight recession de- 
veloped, on profit-taking and subsidence of demand, 
nearing the three-day July 4 holiday week-end. Prior 
to the latter interruption, the Dow industrial average 
had risen in six consecutive trading sessions by a total 
of approximately 6 points. Moreover, it had put be- 
hind a net gain of nearly 13 points since the start of 
the steel strike, which is in its fifth week as this is 
written; and of a little over 19 points from the May 1 
intermediate-reaction low over a period of slightly 
more than two months. 
Mild pressure, following a goodly string of daily 
advances, may reflect nothing more than the usual 
tendency of traders to reduce commitments just prior 


to an extended week-end. But whether that is the 
whole story remains to be seen. In the eyes of in- 
vestors and traders who watch the Dow average— 
and more do so, dispite its inadequacies, than follow 
any other measure of stock prices—the market is at 
an important test level. Will it be halted there for the 
fourth time in the last nine months or so? Or will it 
“oo through’? Both experienced Dow-Theory fol- 
lowers, and others whose market thinking is largely 
colored by the performance of this average, will sus- 
pend immediate judgment and let it tell its own story. 


Market Nibbling At Top 


This average recorded intra-day highs of 277.51 
last September, 277.30 last October, 
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276.26 last January and 276.25 on Tues- 
day July 1; while the four closing highs 
were, respectively 276.37, 275.87, 275.40 
and 275.46. Thus, what had been a triple 
top over an extended period of time is 


= —at least up to this writing—a quad- 
_ ruple top. An early break-through is, 
of course, one possibility ; but obviously 
a conjectural one. Bearing a major news 
300 shock or more than minor technical cor- 
rections within the rest of July, with the 
280 market perhaps nibbling away at this 
test level in several tries, hope for a pen- 
260 etration—“‘confirming” the recent new 
major high of the rail average—probably 
ayo could persist well into August, banking 
on seasonal tendencies among other con- 
= siderations. But it is very doubtful that 


it could be maintained through the sum- 
mer. Looking at a quadruple top, broken 
30 neither with seasonal-influence aid last 
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of those who put any considerable em- 
phasis on the behavior of the Dow aver- 
120 ages would be inclined to give up on any 
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significant extension of the relatively 
aged bull market. 
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However, some qualifications are in 
order. The Dow industrial average, made 
up of 30 stocks, is not exactly the stock 

105 market. Neither is any other average or 
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5 index, although the broadest ones, in- 
cluding several hundred generally repre- 
sentative and active stocks, come closest 
to it. Because of their statistical bulk, 
the latter are all weekly indexes, neces- 
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sarily less sensitive than 
daily measures. It is per- 
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tinent to note that the Dow 
average is the only one of | *'° 
any importance which | 2eo 
shows the sequence of tops 
heretofore cited. Most | '% 
others recorded successive | igo 
new bull-market highs— 
even though the percen- | 27 
tage extension was mod- 


erate in each instance— | *° 
last October, last January -_ enw tills 
and last week. INDUSTRIALS 
Especially in compara- 
00 


tively recent years Dow- 
Average “trend signals,” 
whether bullish or bearish, a7 
have been highly unreli- 
able. For that reason, and | 9 
because this is still mainly 
an investment-dominated | gs 
market and a selective one, 
it does not necessarily fol- | go 
low that an upside pene- 
tration by “the Dow” 
would of itself induce a 
buying wave of much dura- 
tion, if any; or that failure | , 
to do so would of itself 
force an important gen- 
eral decline. 

It should be emphasized 
that all composite aver- 
ages or indexes are in 
agreement on one thing— 
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which is that the bull mar- 
ket, begun in mid-1949, 
has shown a loss of momentum over an extended per- 
iod. Measured by those whose patterns have been 
most bullish, more than two-thirds of the total rise 
to date had been seen by February, 1951 in roughly 
19 months, less than a third over the subsequent 17 
months. In highs from time to time in one average or 
another, we have really had a series of fairly mod- 
erate price swings under selective and _ shifting 
leadership. The bull market is old, and the industrial 
boom on which it is mainly founded is even older. 
Old bull markets and old business booms can perk up 
and go somewhat further, but the odds against dy- 
namic rejuvenation are heavy. 


Recent Trend Significant 


In terms of the Dow industrials, this swing of 
about 19 points to date was significantly exceeded by 
only one of the several previous upside swings of 
these last 17 months—that in three and half months 
from late June to mid-September, 1951, amounting 
to 33.7 points. It was featured by, although not by 
any means wholly dependent on, extraordinarily 
large gains in a minority of then favored stock 
groups, including oils, chemicals, drugs, rayon, tires 
and television. No equally dynamic leadership has de- 
veloped on this swing so far. It has been featured 
by generally moderate gains in a greater number of 
groups—which is to say by moderate extensions of 
previous bull-market highs by fewer of the groups 
that ‘went to town” on the broadest 1951 swing, plus 
moderate recoveries from sub-average levels by a 
greater number. 
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The duration of the steel strike remains uncertain; 
and it now threatens to take an increasingly rapid 
and severe toll of industrial production. However, 
settlement will be followed by a rebound proportion- 
ate to the damage done meanwhile. Ex-strike, the 
prospects is for a moderately increased second-half 
level of economic activity, paced mainly by high de- 
fense-capital-goods activity, including construction ; 
by somewhat better retail trade; and by at least 
partial recovery in non-durable goods production. 
There is no turn yet evident in the sensitive com- 
modity markets, but a modest recovery may well de- 
velop by late summer or early autumn. Looking 
somewhat further ahead, we are coming ever closer 
to projected peak defense spending ; and plant-equip- 
ment outlays have already passed their peak rate, 
even though shrinkage will be moderate until we are 
into 1953. 

At this writing, just ahead of the convening of the 
Republican nominating convention, political pros- 
pects are, of course, unclear. They could shape up 
rapidly once both opposing candidates are named. 
The chances for an important “confidence rise”’ in the 
market on hopes of a conservative political shift have 
been currently dimmed by the bitterness of the intra- 
Republican conflict. Majority opinion—which might 
or might not change in the course of the campaign— 
is that Taft, if nominated, is unlikely to be elected; 
and that Eisenhower, if nominated, will have a real 
fight on his hands, with the outcome conjectural, if 
Stevenson should be the Democratic nominee. On the 
basis of stated positions or records or both, Taft 
policies would be more (Please turn to page 460) 


411 












“Mh 


al WE | 


ee 


A new Era in 


Laber-Management Rela- 
tions is just over the 
horizon. Not yet visible, 
there is no way to de- 
scribe it, but its ultimate 
arrival has been speeded 
by the steel strike and 
the haphazard methods 
employed in an effort to 
avert a work stoppage in 
this basic industry. This 
new Era will be one of 
peace, production and 
profit for Labor and 
Management alike, or it 
will be one of enforced 
peace and production, 
with little profit for 
Management or Labor. 
The ultimate choice will 
be theirs. 

Labor and Management will have to decide, and 
quickly, if they are to continue as entities in a free 
enterprise system, or bow to the will of an exas- 
perated public whose patience is worn thin by the 
periodic Labor-Management brawls with their at- 
tendant damage to the national economy and incon- 
venience to some 140 million Americans who are not 
a part of the Management group, nor classed as 
Labor because they are not dues-paying members of 
a labor union. 

From the industrial standpoint, the problem of 
constantly advancing wages, let alone increasing 
“fringe” benefits is now a matter of the deepest 
concern. The rate of corporate profits depends to a 
large extent on maintaining a high degree of opera- 
tions. If this should have to be cut, due to any 
combination of circumstances, immediate distress 
would result as the corporate break-even point today 
is much higher than formerly. This means that every 
wage advance makes corporate handling increas- 
ingly inflexible, and places the corporations in a 
position where they can meet the problems arising 
from lower operations with only the greatest diffi- 
culty. It need not be said that in the long run this 
makes the position of the unions more vulnerable 


412 






‘ Uneconomic Labor Monopoly 
— ENDANGERS THE WORKER AS WELL AS BUSINESS 


By THOMAS L. GODEY 


than their leaders care to state. Hence, the growth 
of the unions to great economic power is a matter 
of acute importance in the life of the nation today. 

That the labor unions grew under the Blue Eagle 
of NIRA and the Wagner Act is attested by the fact 
that in 1932 union membership totaled 3,226,000— 
approximately seven per cent of the civilian labor 
force—whereas today wnion membership stands at 
15.5 million, approximately 25 per cent of the civil- 
ian labor force. 

This immediately raises the question, How can 
only 25 per cent of the labor force dictate or threaten 
the economy of the nation? The answer is that the 
key industries—fuel, steel, transportation and com- 
munications—are fully unionized. In an economy as 
complex as ours, these four industries are our very 
life, almost overshadowing agriculture in importance 
to life. As a matter of fact, agriculture, except in 
its most primitive forms, could not survive without 
these four key industries—and certainly the city 
dweller could not have the fruits of agriculture if 
he had no fuel, steel, transportation or communica- 
tions facilities. 


A Record of Labor Strife 


The Wagner Act, lop-sided in favor of organized 
labor, brought little industrial peace. If anything, 
Labor-Management discord was intensified. A re- 
view of records of the U. S. Bureau of Labor Sta- 
tistics reveals that in 1937, the year in which the 
Supreme Court held the Wagner Act constitutional, 
there were 4,470 work stoppages, an all-time record 
which was not surpassed until 1946 when there wére 
4,985 work stoppages. But Bureau of Labor Statis- 
tics figures are of no value in calculating the effect 
of strikes on the nation’s economy—they reveal the 
number of strikes, the number of workers involved, 
man days lost, numbers participating in strikes, and 
percentage of estimated working time lost in the 
overall labor (organized and unorganized) picture, 
but there are no figures to show wages lost, profits 
lost. 

In a single strike, it would be relatively simple to 
calculate wages lost by the workers and profits lost 
by the employer. There is no sure way to calculate 
the losses accruing to others not directly involved. 
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When steel shuts down, steel workers and _ steel 
ownership lose wages and profits for the period of 
the strike, but that is only a portion of the story. 
The industries supplying steel are hit, likewise their 
workers; the industries based upon steel—auto, farm 
machinery, and dozens of others—are hit. Labor in 
these industries is furloughed with consequent loss 
of wages, while Management, deprived of produc- 
tion, has its profit sheared. 

In turn, other Labor and other Management, who 
can continue their way for an indefinite period with- 
out steel production, are taxed to pay unemployment 
benefits to those workers furloughed because of a 
strike not of their making. In addition, welfare 
agencies supported by voluntary public contributions 
are called upon to bolster the tax-supported unem- 
ployment compensation system. The furloughed 
worker, of necessity trims his budget; his grocer, 
clothier—even the corner movie—suffer. These are 
just a few of the reasons we can have no yard stick 
with which to measure the overall cost of a 


human contact between employer and employee. The 
former goes into contract negotiations armed with 
voluminous statistics to prove why he can’t meet 
union demands, while employee representatives are 
prepared with figures to show their demands are 
reasonable. Both parties have been preparing for 
the struggle since the previous contract was negoti- 
ated. But in the interim, neither side has worked with 
the other, day-by-day during the contract year, in 
a conscientious effort to arrive at a solution of their 
mutual problems—a solution that will be equitable 
and at the same time fair to the consuming public. 
This disregard for mutual interests and for the con- 
sumer brings one of two things—a wage hike and 
working conditions that unreasonably add to the 
consumer’s burden, or the strike which nobody wins. 

A recent example of lack of Labor-Management 
cooperation on mutual problems can be found in the 
seven-week strike of Western Union employees. 
Since the war, Western Union’s profits were whit- 





strike in a key industry. 

Both Management and Labor have made 
mistakes. Both have “slugged it out,” often 
without rhyme or reason, except that one 
hoped to gain an advantage over the other 
without regard for the general welfare of 
all the people. 


Crux of Labor-Management Problems 


Labor has argued that its prosperity was 
more important to the overall economy than 
any profit to Management, while Management 
has taken the opposite view. As a matter of 
fact the prosperity of both are essential. Labor 
has been shortsighted, forgetting that the late 
Samuel Gompers, founder of the American 
Federation of Labor, said the greatest crime 
Capital (Management) could commit against 
Labor would be the failure to make a profit. 
Gompers could have added that the greatest 
crime Labor could commit against itself would 
be to deny Capital that profit. We could de- 
velop this thesis a bit further and say that the 
greatest crime Labor and Management can 
commit against themselves, jointly, would be 
to ignore the general welfare of the 140 mil- 
lion Americans who are not banded together 
in any union or association of management. 

It is true that the unorganized are untutored 
in the problems of Labor-Management rela- 
tions. And it seems true that Labor and Man- 
agement are equally ignorant of those prob- 
lems; or if not ignorant of the problems, in- 
capable of finding solutions. Senator Hubert 
Humphrey (D., Minn.) has proposed a three- 
year Congressional study of the whole field 
of Labor-Management Relations. There are 
three things wrong with the Humphrey pro- 
posal—(1) the time is too long (2) Congress 
is made up of politicians who would study 
vote-getting potentials of the investigation 
more closely than the problem at hand, and 
(8) Congress has too many other problems to 
give the study the concentrated attention 
needed to do a first-class job. 

Labor-Management Relations should be hu- 
man relationships, but the growth of industry, 
mass production methods and, more lately, 
industry-wide bargaining, have destroyed the 
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tled by the Federal excise tax on messages, a tax 
adopted as a war-time measure to discourage civilian 
use of the wires so that urgent business of the 
Armed Forces could have faster handling. The war 
ended, but the tax was not removed; it continued 
to discourage use of Western Union’s services as 
people turned more to air mail, and the Government 
developed its own teletype system in direct competi- 
tion with private enterprise. These problems—the 
excise tax and Government competition—were La- 
bor’s problems too; they denied Western Union a 
profit from which to pay better wages. 


How Labor Avoided a Responsibility 


But it is not on record that Labor, the organized 
Western Union employees, cooperated with Western 
Union Management in trying to have the excise tax 
repealed, or went to Congress with a petition asking 
that Government get out of the telegraph business. 
No, the union said, in effect, the tax and Govern- 
ment competition are problems of Management, not 
of Labor; here are our wage demands; meet them 
or we strike. And those demands were ten times. the 
Company’s net profit, after taxes, of the previous 
year. The strike was called. The public was incon- 
venienced; employees pounded the pavements for 
seven weeks. Government conciliation was resorted 
to. The strike was settled with the promise of wage 
hikes, contingent upon the Federal Communications 
Commission granting the Company an increase in 
rates. 

In the meantime, the excise tax is still on the 
books, the Government’s own wire system continues 
to compete with the Company, and not a few private 
firms have turned to wire services other than West- 
ern Union lest they again find their business activ- 
ities hampered by another strike next year. Further, 
the FCC has not granted the rate increases, but 
when, as, and if it does, those increases are going 
to drive more business away from Western Union, 
probably leaving the Company in no better financial 
position than it held prior to the strike. With no 
improvement in the Company’s bank account, there 
can be no improvement in the wage earner’s 
envelope. 


Sherman Anti-Trust Act Null 


Taking a look at the monopoly aspects of industry- 
wide bargaining, we find that today the Sherman 
Anti-trust Act is, for all practical purposes, a nullity 
as far as labor union activities are concerned. Labor 
unions can do practically anything they please to 
impose unreasonable restraints on the interstate 
commerce, hence the economy of the nation, free 
from any fear of injunction, treble damage suit or 
criminal prosecution. How long the people will allow 
this situation to exist is anyone’s guess, but cer- 
tainly it is becoming intolerable. It is true that 
Management in other days used the Sherman Anti- 
trust Act as a “union-busting” tool, and frequently 
in cases where the over-all economy was not endan- 
gered. Today, this labor union immunity to the pro- 
visions of the Sherman Act could be a powerful 
“management-busting” weapon. 

Bringing the labor unions within the purview of 
the Sherman Act can be done, but it should not be 
done on a restraint of commerce basis. Rather, 
national health and welfare should be the prime con- 
sideration. This would protect the smaller unions, 
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whose activities play no major role in the national 
economy, and at the same time protect the nation 
against crippling strikes in those key industries 
— are foundation stones in our economic struc- 
ure. 

It is said that the injunctive process of the Sher- 
man Act would bring about forced labor, and ignore 
aman’s right to work or not work as he may choose. 
And right there we run head-on to a question that 
has no easy answer. It is true that we are free men 
in a free society. We have the right to do many 
things, or not do them, as we may elect. But, when 
our exercise of those rights damages our neighbor— 
hits his pocket-book, deprives him of the commod- 
ities he needs for existence—it can be reasonably 
argued that there must be some restraint upon us, 
some means of checking our freedom to work or 
not. Already there are many restraints on the free- 
dom of Management, which can no longer say “I 
will pay what I please,” or “I can set the working 
conditions in my plant,” or “I won’t deal with the 
unions.” Those were “rights” of Management in 
other days, but humane considerations, backed by 
law, have taken those rights away. 

So, we get back to the starting point—a New Era 
in Labor-Management Relations. What will it be? 
The choice is up to Labor and Management alike. 
They can have peace, production and profits, or they 
can have peace and production with Government 
taking the profit from Management and _ holding 
Labor at a frozen wage until both settle their dif- 
ferences. Labor and Management, without regard 
for their mutual interests, and with even less regard 
for the customer’s of both, have been slugging it out 
at the expense of everyone. The unorganized ma- 
jority, owing allegiance to no Labor organization, 
nor to any organization of Management is tired of 
paying for the Labor-Management wars. The nation 
then will crack down with laws that will be distaste- 
ful to both—unless, of course, Labor and Manage- 
ment, working in harmony, finds ways to bring 
industrial peace. 


What Seizure Will Mean 


There will be a law giving the Federal Govern- 
ment power to seize basic industries to avert work 
stoppages, but it will have teeth to bite Management 
and Labor alike. 

Briefly, with seizure will come two things—Labor’s 
wages will be frozen at the level in effect at the 
moment of the seizure, while Government will take 
all of Management’s profit from the moment of 
seizure until seizure is lifted. Sounds tough, and it 
is tough, but this law is in the making right now; 
not for introduction in this Congress, but perhaps 
in the next, and its chances for passage are better 
than 50-50 if the giants of Organized Labor and 
Organized Management don’t find a formula to avert 
a stoppages that the unorganized majority pays 

or! 

Finally, the working man must consider his posi- 
tion in the event of a recession. The question then 
will arise whether he has any longer control over 
the situation insofar as his power to maintain high 
wage levels and satisfactory working conditions is 
concerned. For at that time, he is likely to be affected 
not only by unfavorable domestic conditions but by 
the ever-growing threat of foreign competition de- 
riving its strength from a wage level much lower 
than that in the United States.. 
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for New Thruways 


—And the Industries that Will Benefit 


By J. C. CLIFFORD 


A thruway system of potentially imposing 
dimensions is gradually taking form in the United 
States. That many billions of dollars will be spent 
in the next decade or so in constructing these high- 
speed roads is a certainty. 

For years, the American highway system has been 
allowed to run down, and at the same time the popu- 
lation has grown substantially and along with it 
hundreds upon hundreds of communities throughout 
the country have grown beyond the wildest dreams 
of their founders, making the need for modern roads 
more acute than ever. 

It is estimated that $45 billion would be needed to 
revamp the present outmoded system and add the 
new super-highways. Under present conditions, the 
states are unable to provide the financing needed for 
such vast undertakings and Federal aid is of too small 
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proportions to be of much assistance. 

Since additional high-speed roads are 

imperative, the states have had no 

other recourse but to turn to the con- 
struction of these new toll systems as at least a 
partial solution of their problems. 

That the prospect for large-scale building of 
super-highways is of great economic importance is 
obvious. Many industries, to a greater or lesser ex- 
tent, are vitally interested in new road construc- 
tion. Investors, likewise, have a stake in the securi- 
ties of the many companies which furnish the road- 
builders with various types of materials and equip- 
ment. Additionally, a new field for investment is 
opened up through the issuance of the tax-exempt 
bonds that finance the new super-highways. 

The toll road offers the advantage that it is self- 
supporting and, hence, no drain on state finances. 
Bonds issued for the purpose of constructing these 
super-highways are gradually paid off from rev- 
enues derived from toll charges. The success of the 


415 






most recently constructed thruway, for example, 
the Jersey Turnpike—in providing toll revenues far 
in excess of those originally anticipated—has at- 


tracted enormous interest in other states in the 
feasability of constructing new highways of this 
type. Altogether thirty-three states have actually 
constructed thruways, are actively engaged in lay- 
ing plans or are receptive to the idea. 

A strange thing about the enthusiasm for these 
new and extremely costly super-highways is that 
the motorist, already heavily burdened with 1nyriad 
costs for what seem to many the doubtful pleasure 
of driving a car under present crowded highway 
conditions, is eager to pay for the privilege regard- 
less of the additional expense. The reason is, simply, 
that the new highways give the motorist a chance 
to get off the death-laden older roads, with an 
opportunity to arrive at his destination in reason- 
able time. Thus the economic loss in time wastage 
on crowded highways is avoided. 

Except where states have already laid down these 
new highways, most of the roads of the country are 
in from fair to poor shape, as any driver knows. 
This is not surprising since the country is spend- 
ing annually only $2.5 billion on its roads where it 
should be spending $4 billion just to keep the roads 
from too much deterioration. At this rate, we shall 
be in a hopeless position in a decade or so, espe- 
cially if the number of automobiles and trucks on 
the roads keeps on increasing with the growth in 
population. 

Fully appreciating this condition and the un- 
pleasant vision it evokes for the not distant future, 
many states are giving serious consideration to the 
building of thruways, some of them a few hundred 
miles in length. It costs from $1 million to $8 
million a mile, depending on location and engineer- 
ing conditions, so that the size of the sum involved 
can be fully appreciated. The state of Ohio for ex- 
ample, recently sold an issue of $326 million in tax- 
exempt bonds to finance a super-highway and New 
York is building one that is estimated at $500 
million. 

As of the present, only 800 miles of toll roads are 
operating or soon to be operated, but by 1956 it 
is expected that there will be 1900 miles of such 
roads. This is probably an under-estimate. In any 
case, even when these roads are completed it will 
amount to only 5% of all U. S. main interstate 


highways so that the 1900 miles in sight in the next 





few years is only a beginning. If the nation were 
completely serviced by modern high-speed thru- 
ways, not less than $25 billion would be involved, 
aside from the sum needed for repair of old roads. 

At the present time, the new super-highways are 
in Connecticut, Maine, Massachusetts, New Hamp- 
shire, New Jersey, New York and Pennsylvania. 
The roads are of various length, from the 14-mile 
New Hampshire pike from Portland to the Massa- 
chusetts border, to the mammoth 500-mile highway 
now under construction in Governor Dewey’s state. 

In the Mid-West, Ohio will soon start construc- 
tion on a 241-mile affair starting from the Pennsyl- 
vania Turnpike in the east to the Indiana state line 
in the west. Eventually, this will be carried by 
Indiana to the Illinois bor@er. Other states very 
much interested in new thruways are Wisconsin, 
Michigan and Iowa. Kansas and Missouri expect to 
join the parade and Oklahoma is building a 94-mile 
road from Tulsa to Okalhoma. 

The South is also vitally interested. North Caro- 
lina and Virginia have planned a road. Georgia has 
established a new Turnpike Authority and West 
Virginia is building the first 88 miles of a new 
system. 

The accompanying map is worth looking at. It 
gives an adequate idea as to the roads completed, 
and those that are being planned for or under con- 
struction. It will be seen that as extensive as these 
systems are or will be, they have only scratched 
the surface of future possibilities. 

Lest the reader gain the impression that the con- 
struction of these toll roads by the states alone 
has the undivided support of all elements of the the 
population, it is only necessary to state that there 
is a good deal of vocal opposition by those who 
prefer a nationally-planned system with a very 
generous supply of Federal aid. Among these pro- 
ponents are some who believe that in the event of 
a recession national road building on a giant-scale, 
including not only super-highways but regional and 
local roads, would tend to hold back unemployment 
and help keep the factories busy. 

Other opponents are not so sure that the roads 
will remain self-supporting indefinitely and in the 
event of a business slump, the roads would not be 
heavily patronized and that, consequently, total 
revenues would fall off. In such a case, they argue, 
the states affected, already over-burdened with 
financial obligations, would have a difficult time in 
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meeting interest and sinking fund obligations on 
the new super-highway bonds. However, investors 
do not seem disturbed by this prospect judging 
from the great success of the Ohio bond sale. 

Another objection is that the toll roads are paral- 
led by “free” roads and that drivers, bent on 
economy regardless of personal discomfort, will use 
the toll-free roads in preference to those with tolls, 
some of them quite high. Experience on existing 
highways however, thus far seems to contradict 
this theory. 

In any case, the new roads are being built and 
many more of them will be. Naturally, this is a 
prospect of great interest to those industries which 
profit directly from road-building. First that would 
naturally come to mind is the cement industry, 
without which no roads can be built. Also, there 
are the manufacturing industries which make 
equipment needed to construct the roads. These are 
listed in the accompanying table. 

About 25% of the production of the cement in- 
dustry goes for the building of roads, streets etc. 
With annual production in the past few years at 
around 200 million barrels, at the going price of 
about $2.50 a barrel, the cement industry extracts 
roughly $125 million annually from road building. 
It is obvious that any real gain in highway con- 
struction will increase demand for cement substan- 
tially and that the leading companies will profit 
from this over the next few years. 


Among the chief companies in this field in which 
there is investment interest is Alpha Portland 
Cement, General Portland Cement, Lehigh Port- 
land Cement and Lone Star Cement. All four have 
been substantial earners and dividends have been 
covered by a satisfactory margin. All four have 
ample access to raw materials and those whose 
plants are situated near large supplies of natural 
gas are enabled to hold production costs down to 
reasonable levels. 

A factor of added importance is that foreign im- 
ports, once a heavy burden to the domestic indus- 
try, have fallen to comparatively inconsequential 
levels owing to the much higher shipping rates 
which now prevail. All in all, the cement industry 
seems to be in a position to take full advantage of 
the expected increase in highway construction. 

Asphalt is a rival of cement as a road-surfacing 
material but the bulk of production is derived as a 
by-product of petroleum refining. About 53% of 
asphalt is used for paving. Petroleum refineries 
produce yearly nearly 11 million tons of asphalt 
with a value of about $250 million annually, so 
that the stake of the industry in highway construc- 
tion, re-construction of old roads, and street paving 
is substantial. Allied Chemical & Dye, through its 
Barrett subsidiary, is an important factor in road- 
surfacing. 

Among the manufacturers of equipment for di- 
rect use in highway building, the makers of earth- 
moving machinery are of the highest importance. 
Companies engaged in this field are Caterpillar 
Tractor which manufacturers tractors and earth- 
moving equipment, and Le Tourneau which makes 
many types of machines for excavating and haul- 
ing, and bulldozers. 

Companies which manufacture miscellaneous 
equipment may expect increasing demand from the 
states that are building super-highways or are 
planning to do so. Among these are: Bucyrus Erie 
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Leading Companies in Highway Construction 








Earnings Recent Yield 
—— Per Share——-__ Price __ Div.** % 

CEMENT 1950 1951 
Alpha Portland Cement $5.49 $439 442 $3.00 6.7 
Gen. Portland Cement 5.08 4.36 4434 3.00 6.7 
Lehigh Portland Cement 3.45 2.90 26% 0.95 3.5 
Lone Star Cement 3.52 2.93 28% 1.1700 44.1 

MACHINERY 

Allis-Chalmers 8.72 8.19 5012 3.50 69 
Blaw Knox 1.99 2.55 17 1.25 73 
Bucyrus Erie 2.80 3.67 255 2.20 8.5 
Caterpillar Tractor 7.49 3.90* 53% 3.00 5.6 
Chicago Pneumatic Tool 10.22 12.28 52% 3.50 67 
Gardner-Denver 3.55 3.92 232 1.90 8.0 
Ingersoll Rand 9.25 9.80 88 600 68 
le Tourneau 4.30 5.95 2334 50 2.1 
Worthington Corp. 5.70 5.72 27% 2.50 9.1 





*Drop caused by strike. **Paid 1951. 


which manufactures all kinds of equipment, espe- 
cially large excavating shovels and cranes. as well as 
automatic excavators of the largest size and bull- 
graders. 

In construction equipment for road-building 
Worthington Corp., and Chicago Pneumatic Tool 
are prominent. The former manufactures, among. 
other types, the largest paving machine in the 
world, and the latter many types of drilling appara- 
tus used in laying foundations for highways. In 
this type of business, Ingersoll Rand is also an 
important factor, its drills being widely used in 
road construction, as is true of Gardner-Denver. 

Blaw Knox is a long-established builder for high- 
way construction purposes. It manufactures equip- 
ment for handling concrete mixers, and various 
types of steel used in concrete construction of roads, 
among many other items in general use in this field. 

Among other beneficiaries of highway building 
is the steel industry which manufactures the var- 
ious froms and shapes needed in laying out the 
roads. While the total amount of steel used for this 
purpose is small in comparison with the total pro- 
duction, it is nevertheless an important component 
for some companies more or less specializing in 
this field. 

The electrical equipment industry also plays a 
part in highway construction, especially as large 
generators are needed to furnish power where tun- 
nels and bridges must be constructed as an integral 
part of the new highway systems. 

From the more general point of view, the exten- 
sion of new roads opens up new sections of the 
country for the growing population. This affects 
the building industry which has already commenced 
to feel the impact of the new centers. This brings 
with it a host of correlated industries and busi- 
nesses with its effect on retail trade as new stores 
and shops are opened up. 

One should not omit the all-important automobile 
and related industries which, obviously, have a 
great stake in the building of the new thruways. 
The over-crowded conditions which have existed, 
especially since the end of the war, on most of our 
highways is a deterrent to expansion of the sale 
of new cars. With the super-highways expanding, 
a new stimulus will be granted these industries. 
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—What of Tomorrow? 
By WARD GATES 


Atter spending the staggering sum of $125 
billion for new investment since the war, American 
industry may soon be reaching the saturation point 
in the fantastic race to expand production capacity. 
With an additional record outlay of $12 billion an- 
ticipated for the second half of this year, the accumu- 
lated amount placed in plant and equipment will 
reach $137 billion. Considered as one of the leading 
keystones to our economy, the course of future U. S. 
private investment may shape the economic health 
of our country. 

The extent of the coming decline in the plant 
building boom depends on how much we have al- 
ready overproduced. Did we not learn our lesson in 
the thirties when too much plant capacity aggra- 
vated the depression and contributed heavily to the 
idleness of millions of workers? Since signs now 
indicate a drop in dollar expenditures by 1953, an 
appraisal of the expansion boom in the last seven 
lush years is vital before determining how close we 
are to the danger point of over-capacity. 

As every businessman knows, our industrial 
growth has been phenomenal. By the end of 1952, 
total manufacturing capacity will double its pre- 
war size. This is about 60% above the V-J Day fig- 
ure. Increased capital expansion in certain lines 
such as transport equipment, electrical machinery 
and chemicals has been incredible. In the first two 
industries, the capacity index has tripled the 1939 
level, while in the latter, it is nearly two and a half 
times. 
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Where has the bulk of the funds gone since term- 
ination of World War II? On a collective basis, 
$63.5 billion has been used for new plant and equip- 
ment in the manufacturing field alone. In the past, 
manufacturers have accounted for roughly one-half 
of total investment and were responsible for 70% 
of the jump in last year’s total investment. During 
the recession of 1949, the greatest cutback in capital 
outlays occurred in this group. Broken down still 
further under this category, petroleum and coal 
products lead the pack, followed by chemical and 
primary iron and steel. 


Defense Industries Benefit Greatly 


Although private plant and equipment spending 
has climbed steadily in practically all manufacturing 
industries since the outbreak of the Korean war, it 
is only natural that defense-related production 
should benefit to the greatest extent. Fixed invest- 
ment by the rubber and metals companies have ex- 
ceeded all expectations. This year rubber firms are 
spending one-third more than in 1951, while a 92% 
jump is occurring in capital outlays of the non-fer- 
rous metal manufactures. 

Second to manufacturing in the general groupings 
are the electric and gas utilities, which have paid 
out $19.7 billion. With special emphasis now being 
placed on generation and transmission facilities, the 
electric companies are investing at a record pace for 
development of output and will continue this pattern 
for some time. In 1952 over one-sixth of the dollars 
to be spent by all industry will come from the 
utilities. 

Characterizing the accelerated rate of power use 
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since 1945, the total an- = 
nual capacity of electric 
energy production has 
risen abruptly from 60 


Expenditures on New Plant and Equipment by U. S. Business — 1946-1952 


(Millions of dollars) 





million kilowatts to 90 


1946 1947 1948 





1949 = -1950s«1951 1952* 





million presently, as com- 
pared to 20 million in 
1922. The boom in hous- 
ing construction, record 
appliance sales and farm 
mechanization is at the 
roots of the huge in- 
crease in domestic use in 
each of the last seven 
years. 


Manufacturing : 
Durable goods industries 
Primary iron and steel 
Primary nonferrous metals 
Fabricated metal products 


Machinery except electrical 
Motor vehicles & equipment 


Other durable goods 

] Nondurable goods industries 
Food and kindred products 
Beverages 

Textile mill products 

Paper & allied products 
Chemicals & allied products 
Petroleum & coal products 
Rubber products 


Other nondurable goods 


Demand is Up 


To meet the giant re- 
quirements of the large 
light and power users— 
which account for 58% 
of total consumption—an 
estimated 475 billion 
kilowatt hours total an- 
nual use is projected by 
1954. Despite the enor- 
mous needs of such 
spreading industries as 


Mining 

Railroad 

Other transportation 

Electric and gas utilities 

Commercial and miscellaneous 
Total 


Electrical machinery & equipment 282 304 289 216 245 359 493 


Transportation equipment excluding motor vehicles 109 95 106 87 82 182 248 
Stone, clay and glass products 


6790 8703 9134 7149 7491 11130 12070 
3112 3407 3483 2594 3135 5168 5994 


500 638 772 596 599 1304 1689 
93 #178 «#4193 151 134 277 533 
356 370 343 271 +350 421 £398 


511 519 527 383 411 675 718 
591 504 474 349 510 736 834 


241 326 269 181 280 388 348 
429 473 510 360 524 826 733 
3678 5296 5651 4555 4356 5962 6076 
513. 669 721 626 523 657 476 
157. 277. S332 2490237) S311 262 
342 510 618 471 450 695 512 
232 371 «=6383 0-298 )3=— 3327 4489S 3372 
800 1060 941 670 771 1283 1453 
1087 1736 2100 1789 1587 2014 2478 
139 «143 «6102 81 102. 187 250 
408 530 454 371 359 327 273 
557 693 802 738 684 796 852 
573 906 1319 1350 1136 1541 1539 
659 798 700 525 437 511 £609 
1045 1897 2683 3140 3167 3577 3864 
3298 4429 5394 5119 4917 5735 5189 | 
12922 17426 20032 18021 17832 23290 24123 











aluminum, magnesium 
and paper, whose own fa- 





*Estimates based on present rate of investment. 




















cilities to produce greatly 
depend on power, this capacity growth is out of line 
with future consumer needs, based on present every- 
day demands. 

Fixed investment programs of the railroad com- 
panies appear to be now leveling off after spending 
$8.6 billion since the end of the war. The 1952 outlay 
will equal the previous years’ record. However, 
funds for actual road investment are increasing as 
equipment expenditures are being cut. Capital ex- 
pansion by the non-rail transportation companies 
is at the bottom of the list with the airlines receiv- 
ing by far the largest share in this group. Water 
transport, bus and transit capacity facilities have 
only participated meagerly. It is anticipated that the 
slackening which began in the middle 
of last year will continue at least over 


of necessity as an incentive to stimulate private in- 
vestment. New applications trickling through the 
Defense Production Administration are for the most 
part small firms hoping to gain from an easy hand- 
out. The one goal yet to be accomplished, where 
few certificates are being denied, relates to both 
domestic and foreign investment of the aluminum 
industry. 

Up to 1952 the financing of increased production 
facilities was not a problem. Nine out of ten cor- 
porations were able to lean on cash reserves or re- 
tained earnings. With the heavy tax bite removing 
that cushion late in 1951, companies began to sell 
some of their securities. (Please turn to page 454) 





the short-term. 

Closely linked to the stepped-up 
search for strategic materials in de- 
fense of the West has been the tre- 
mendous allocation of dollars for 
development of mines. Since World 
War II ended, over $5.4 billion has 
found its way into new mining invest- 
ment. This is one of the few industries 
where the plant and equipment ex- 
pansion program is relatively still in 
its infancy. Government estimates 


BILLIONS OF DOLLARS 
20 


BUSINESS EXPENDITURES ON NEW PLANT AND EQUIPMENT 


UTILITY, TRADE, SERVICE AND FINANCE Est 
MANUFACTURING AND MINING Y 


92-1944, DEPARTMENT OF COMMERCE AND SECURITIES AND EXCHANGE COMMISSION ESTIMATES. 1945 
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place our minimum needs by 1975 to 
be 90% higher than 1950 capacity. 
What are the clues that reveal post- 
war expansion is nearing completion? 
First of all, the government is clamp- 
ing the lid on the flow of fast tax 
amortization to American industry 
after passing out $21 billion of quick 
write-off allowances for plant expan- 
sion. Large corporations are now 
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backing away from filing certificates 
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PRICE CEILING suspensions may be coming along a 
little too fast to aid in bringing about the ultimate 
date of release from Washington control. And, in 
fact, there may be some method in the mad rush of 
the administr: ators; it could have the effect of 





WASHINGTON SEES: 


It won’t get the reading it merits because the cast 
of characters is an inanimate list of hard metals and 
the like, but the recent report of the President's 
Materials Policy Commission had better be read and 
its advice heeded or the neglect to do so will be 
costly. 

The report runs five volumes—in itself forbidding 
length. But the five commissioners and their staff 
of experts have ripped the rose-colored glasses 
from the United States and pointed to the fact that 
the country is rapidly skating toward a natural 
resource depletion and already is on thin ice. The 
survey doesn’t make for easy, or pleasant, reading. 
All it has is importance! 

This nation has consumed more metals and min- 
eral fuels in the last 25 years than all the world 
consumed in all previous history. Much of it is not 
replaceable; most of the sources haven’t been 
tapped to their full productivity—but there arises 
the question of ever-increasing costs of gathering 
the materials and the parallel question of how high 
a ceiling can industry support. 

The report has pessimism enough in its recital 
not to require a blanket statement that the outlook 
is far from good, but a reader cannot escape the 
inference. Headed by William S. Paley, the com- 
mission is just about as good an example as exists 
here of bi-partisan makeup. That being so, it is 
interesting that in relating domestic sources to this 
country’s and the world’s needs, reciprocal trade 
agreements receive an enthusiastic boost. 
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f = =—LIVING COSTS RISING — 


K. T. 


strengthening organized demands to keep the con- 
trols clamped on indefinitely. In a single week, the 
Office of Price Stabilization approved retail price 
increases on clothing, furniture, television sets and 
more than 1,000 other consumer items. Effective 
June 1, grocers were told to go ahead with boosts 
which will add $150 million dollars to the national 
food check. The later increases absorbed an ICC- 
approved boost in freight rates. 


LIVING COSTS which don’t reflect the more recent 
upward spiral in permitted prices are continuing 
their upward climb and the race for altitude between 
the h.c.l. and wage demands is an un-merry one. 
The consumer price index of the Bureau of Labor 
Statistics has gone up 12 times in the last 15 months 
and now is pushing the line of all-time high. June 
went off the calendar with an index of 189 over pre- 
Pearl Harbor. That gets costs to a fractional point 
under the highest ever. 


REFUSAL of the senate to go along on construction of 
the St. Lawrence Waterway now puts it up to the 
Dominion of Canada to show whether it was bluffing 
or was sincere in its assertion that the project will 
no longer be delayed, that she will do the job alone 
if the United States did not join in. As President 
Truman pointed out in an ineffective last-hour appeal 
to the senate not to ditch the program, Canada 
could fix tolls at any level it chooses. Iron imports 
would be among those most seriously affected. Defeat 
was a victory for the domestic rail industry. Or- 
ganized labor split wide open on the issue. 


SUGGESTION by Donald Richberg that the President 
—any President—abandon his role as leader of the 
party in power overlooks realities which should be 
apparent to anyone as experienced in government 
administration as is the former NRA boss. The Presi- 
dent uses the right of leadership, to begin with, only 
by the acceptance of his party-men in congress; he 
isn’t elected to the title and there is no formality to 
his induction into the post. Fact is that congressmen 
are happy to have a coat-tail to hang onto when the 
going is good. And when it isn’t good, the President 
doesn’t have to abdicate the “leadership.” It evapo- 
rates. 
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The plodding Interstate Commerce Commission 
which has escaped congressional attention (except for 
budgetary purposes) for many years -- mostly because it 
deals largely in matters and language not usually clear 
to the average mentality is about to come under close 
scrutiny. The senate's interstate and foreign commerce 
committee has decided to make a comprehensive investiga- 
tion and study of the operations of ICC for the purpose 
of determining what changes should be made to promote 
maximum efficiency. The staid members of the regulatory 
body are reported to be boiling at the implication. 


























































A bill which would prevent the decisions of 
any government contract officer or agency from being 
final in matters of fact or law has been approved by the 
senate judiciary committee. The committee report puts 
the issue flatly: "In those instances where a contracting 
officer has made a mistaken decision, either wittingly 
or unwittingly, it will not be necessary for the aggrieved 
party to, in effect, charge him with being a fraud or a cheat in order to effect col- 
lection of what is rightfully due." It is claimed that this will save the government 
money; theory is that giving contractors recourse on price-fixed contracts will remove 
incentive to build up bids as insurance against rising costs and unforeseen contin- 
gencies. Also it would protect the government when a contracting officer makes a 
detrimental decision. 


































































Little is heard of public power operations on points other than whether the 
basic policy is sound -- public vs. private operation. So it may be interesting to 
glance at recent statistics issued by the Rural Electrification Administration, 
operated on government money for the outlying areas. The rural power systems paid 
$73,700,000 for electric energy purchased in 1951, of which $43,000,000 went to com- 
mercial utility company suppliers. This was an increase of $5,500,000 for the commer- 
cial utilities, which continued to supply well over one-half of the power purchased by 
REA-funded borrowers. Translated into terms of use, this is 10 times the amount of 
electric energy rurally consumed 10 years ago. 
































Farm employment as of the first of June was 150,000 persons below the figure 
of one year ago. Two-thirds of the decline was listed among family workers -- it evi- 
dently isn't possible to keep them down on the farm any longer. Total farm employ- 
ment as of now is pushing the 11 million figure. The situation is not dangerous ; 
there appears to be enough "hands" available to handle all work except in harvest 
areas. Keeping up with the march of time, farm labor no longer works from sun-up to 
sun-down. And that is one reason why the surplus which existed not long ago has dried. 























It can safely be recorded that there will be no action in the current ses- 


sion of congress on bills to set up a national commission to study federal, state, and 
local tax relations, no delineation of new boundaries for levying rights. Another 

bill the states and cities were interested in also is headed for the shelf: legisla- 
tion to eStablish a formula for payments to cities in lieu of taxes when real estate 
is taken off the grand list to be devoted to federal purposes. Both come under the 


general heading of hardy perennials. 

















One of the nation's biggest propaganda mills is operating today out of the Pen- 
tagon Building. Washington correspondents can testify to that fact for they're the 
targets of tons of paper attacks -- mimeographed material seeking to establish that 
military spending cannot be cut one cent without endangering the free world. The 
military men say the 48.5 billion dollar figure contained in the President's budget 
message is the minimum for safety, and the evident intent of congress to cut it by 2 


billion dollars is inviting danger. 
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Top defense leaders have exhibited a long list of things which the armed 














approves the spending limitation, says the Council of State Chambers of f Commerce which 
takes a dim | view of the Pentagon campaign. The list includes such items as 3,000 
planes, 3,400 tanks, 55,000 jeeps and 78,000 trucks, not to mention sizeable reduc- 
tions in uniformed and civilian personnel in the Air Force. And the Council asks, not 
unreasonably: "All of this has led many people t to wonder just what would be left for 


the military to pay out of the 46 billion dollars which the house would allow." 



































There is, of course, difference between appropriations and expenditures. 
Congress has placed the armed forces in the enviable position of having more money 
than they can spend -- a modern application of the plot in "Brewster's Millions," 
wherein the title character of the play was under compulsion to spend large sums within 
one year or lose larger amounts, and couldn't do it. As a result of this lag in spend- 
ing of available appropriations, the Defense Department entered the 1953 fiscal year, 
July 1, with about 58.5 billion dollars of unexpended funds carried over from prior 
year appropriations. 



































The American Municipal Association which, in plainer terms, is the lobby of 
Mayors and is headed by Mayor Cobo of Detroit, has a worry that probably is not of 
great concern to a certain segment of the population which lives beyond the border- 
line of the law. The Association has expressed regret that the steel strike will make 
ineffective NPA's relaxation of controls on the commodity concerned but it reports to 
its nationwide membership: "Officials in the construction facilities bureau of NPA do 
not think there will be any basic change with regard to controlled materials in the 
construction of jails, detention homes, prisons or fire stations." 



































goes, so goes the nation." oy oe Senator Owen Brewster for another term i is being 
seized upon as a peg to hang many forecasts on and to support numerous predictions. 
Brewster, for example, is an ardent Taft man, an enthusiastic backer of what has come 
to be known as "McCarthyism." Neither issue counted heavily in the Brewster defeat. 
But politics being what they are, the talk will not be stayed. 





























There are political cross-currents which will make the Wisconsin senatorial 
race one of the most interesting to watch this season. Incumbent Senator Joseph R. 
McCarthy, naturally, is one of the most controversial figures in public life. Senator 
William R. Benton of Connecticut, is keeping this fact alive by his ouster move. 
(McCarthy as of today is conceded a better chance of being returned to the senate this 
year than is Benton, also up for re-election.) There were few takers for the oppor- 
tunity to run against McCarthy in the republican primary and none of those gave promise 
of enough strength to win organization backing, without which it would have been 
futile to attenpt to wrest the nomination from him. 



































The democrats have uncovered a candidate who can give McCarthy a real tussle 
in the general election. He's a 50-year old lawyer, war veteran and Catholic -- 
Leonard F. Smith. McCarthy likewise is a lawyer, war veteran and Catholic and in 
those particulars they would seem to cancel each other out. (In Wisconsin, the Catho- 
lic population is very large and it serves no purpose to point out the obvious fact 
that religion should not enter into the political situation, for the fact of the matter 
is that it just does anyway.) The state has many residents who are of German heritage, 
and Smith is one of them; it also has many whose forebears were Irish, and McCarthy 
is one of them. So there will be "issues" other than McCarthyism when the political 


ball gets rolling. 


Proving that it isn't safe to forecast the enactment of "sure thing" bills 
is the experience congressional leaders have had with the customs simplification 
measure. This was intended, in a sense, to re-codify the customs laws; actually it 
affected only a comparative handful of the clauses. The house had passed it; wit- 
nesses before the senate finance committee were almost unanimous in argument that it 
would help exporters, importers, and the buying public. The senate committee shelved 
it. Retail groups lobbied vigorously against it. 
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Around The World = 


By JOHN LYONS 


—The Fortress of Formosa 


Y mproved conditions in the strategically 
important island of Formosa are sprouting in all 
sectors of the economy. The nation’s post-Korean 
progress hit a climax a short time ago when the 
('. S. signed an agreement with Formosan leaders 
offering guarantees to private investments in that 
country. Already Reynolds Aluminum Company is 
planning to invest $18 million for expansion of the 
Taiwan Aluminum Company-—the island’s largest. 

Under the pact, an exchange convertibility guar- 
antee covering each arrangement where private 
American capital is involved stipulates that the U. S. 
government would acquire the investor’s blocked 
Chinese dollars. An expropriation guarantee also 
may be invoked. This would obligate the U. S. to 
assume the investor’s claim against the Chinese gov- 
ernment if any type of property was divested of 
private ownership. 

Lack of confidence in their future soon after the 
outbreak in Korea caused the Formosans to hoard 
gold and commodities, thus plaguing the entire mone- 
tary panorama. Black market operations were prac- 
tically the only way ordinary transactions could be 
handled. The result was a bottleneck in production 
for both military and civilian needs. But within the 
last year the situation has been completely reversed. 

The spiritual transition seems to have all begun 
with the MacArthur issue. The General’s plea to 
Congress that Formosa be retained as one of Amer- 
ica’s bastions of defense in the Pacific, and the result- 
ing eagerness on the part of the Administration to 
act on his recommendations, lifted the people’s hopes. 
Savings began to move into productive channels. 
With the help of nearly $200 million from the 
Mutual Security Agency, production has increased 
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roughly 75%. The velocity of the once intractable 
money supply has been drastically checked. Tax col- 
lections have risen 20 times pre-Korean receipts and 
the monthly deficit wiped out. And most vital of all 
to Formosa’s existence, because of dependency on 
outside sources, is the concrete advancement toward 
settling her trade differences. A favorable balance 
with several Far Eastern and European nations was 
achieved in 1951. 

The resurgence of economic strength on Chiang 
Kai-shek’s base is partially responsible for the re- 
weighing of the United Nations’ attitude toward 
future deployment of his forces. The Generalissimo 
—with the supervision of U. S. military experts—has 
built his army to a more modern command. Motorized 
equipment and artillery is replacing old and obsolete 
weapons. Tank and vehicle supplies have more than 
tripled and the ammunition shortage, which greatly 
hampered early training of the island’s defense, has 
been overcome. The air force is said to be in a posi- 
tion to renew its raids against the mainland and the 
Nationalist navy has assumed fleet proportions. 


Indonesia Rich Again 


The sweeping changes which took place several 
months ago in Indonesia’s monetary policies already 
are paying off. When the former Dutch colony deval- 
ued its currency, abandoned the two-year old ex- 
change certificate system and added more trade re- 
strictions, native businessmen throughout the coun- 
try were especially irritated. They felt that they de- 
served a rest from controls after living through a 
turbulent economic and political period since the 
nation won its independence in 1950. 

With the help of huge purchases by the U. S. of 
such strategic materials for stockpiling as tin, baux- 


423 




















ite, manganese ore and uranium, Indonesian gold and 
foreign exchange holdings have climbed steadily to 
an all-time peak of $407 million. Few countries can 
boast of that much cash reserve. Both a healthy over- 
all trade balance with all nations as well as with the 
U. S. assure the new state of continuing pyramiding 
reserves in 1952. 


Israel Tries New Reforms 


With the success of Israel’s ‘New Economic Pol- 
icy” of last February becoming more dubious every 
day, the fledgling state has been prompted to insti- 
tute another series of drastic measures in an attempt 
to overcome her economic dilemma. Last month the 
Israeli people were queuing up outside the nation’s 
banks to exchange old pound notes for new after 
giving the government 10% of their holdings as a 
forced loan. The currency reform was quickly fol- 
lowed by more austere regulations—already twice as 
rigid as England’s—which involved further reduction 
in gasoline consumption and other non-essentials. 

Although last winter’s endeavor to encourage for- 
eign investment by devaluation of the pound tem- 
porarily lifted the morale of businessmen from its 
nadir, actually the government merely aggravated an 
already delicate condition. Costs of imported goods 
skyrocketed. As a result of the currency depreciation 
through introduction of a triple system of exchange 
rates, a buyer’s panic ensued and domestic prices 
advanced across the board. A decline in living stand- 
ards and somewhat larger unemployment have oc- 
curred. The new forced loan policy is intended to 
exert deflationary pressures to halt the upward 
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Part of the vast housing projects now under construction in the 
outskirts of Tel Aviv. The industrialization of Israel is likewise 
proceeding rapidly. 
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spiral of prices the government itself started. While 
it is too early to judge the final outcome, it is likely 
that even more harsh controls will be necessary to 
solve the problem. 


Israel’s basic difficulties are deeply rooted. Tradi- 
tionally she is an importing land. Since her birth in 
1948, she has been able to export only about one- 
seventh as much as she imports. Last year’s adverse 
trade balance was $260 million. To offset accumu- 
lated deficits, the Israelis have leaned on artificial 
props in various forms of financial assistance. Last 
year alone she received $150 million in gifts and con- 
sumed a good part of the $135 million from the U. S. 
Export-Import Bank loans. The Bank of America 
has granted two credits totaling $25 million. 

In addition, the promise for her future has elicited 
nearly $100 million of American foreign investment. 
which includes such top-drawer U. S. firms as Ford 
Motor, General Shoe, Kaiser-Frazer, General Tire 
and Dayton Rubber. Full realization that the key to 
the economy’s independence rests with the inflow of 
capital from abroad prompted the concerted drive to 
sell a $500 million Israeli bond issue in the Ameri- 
can market, of which roughly $120 million has been 
pledged. 

Since the fate of Israeli’s existence hinges on ex- 
panding trade, the country is marshalling all her 
forces to increase production for export. Already 
output in textile lines has spread so that she has 
assumed certain Middle Eastern markets once sup- 
plied by Europe and has become self-sufficient in 
other items. The intrepid citizens realize the respon- 
sibility of becoming the industrial seat of the Middle 
East and their determination to master trade diffi- 
culties remains at a high pitch. 

To achieve production goals, Israel above all re- 
quires peace with her neighbors. The spontaneous 
cooperation between the Arab and Israeli govern- 
ments in the past month was a pleasant surprise. 
Because of intentional suppression of publicity, it 
has not overshadowed Prime Minister Ben Gurion’s 
economic policies or the nation’s ills. But fresh agree- 
ments have been signed for prevention and control of 
illegal border crossings. Similarly, a pact has been 
reached permitting ships of Israeli or Lebanese flags 
to take refuge in each other’s territorial waters when 
in distress. Speculation is now more rife than ever 
that a negotiated settlement with the Arab nations 
will be attained at the next session of the U. N. 
General Assembly. Both Arab and Israeli spokesmen 
have recently pointed out they are prepared to make 
new concessions. While the dream of self-sufficiency 
for Israel may be decades away, the background of 
peace, so essential to success, now seems closer at 
hand. 


Liechtenstein—A Haven for Corporations 


The Principality of Liechtenstein—a tiny area 18 
miles long and 614 miles wide situated between 
Switzerland and Austria—has suddenly assumed a 
post-war leadership all of its own. Within this narrow 
stretch of land there are more foreign corporations 
and holding companies chartered today than in any 
other country of the world. Hundreds of American 
firms have technically moved their seat of organiza- 
tion to this constitutional monarchy ruled by the 
House of Liechtenstein since 1699. Numerous other 
U. S. companies have established branches and agen- 
cies there. All told, approximately 3,000 foreign con- 
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cerns and individuals are reported to maintain their 
principal offices in Liechtenstein. 

Why ? Low taxes, absence of nationality and mini- 
mum investment requirements, as well as the pos- 
sibility of hidden identity, are all factors. 

Income tax advantages for so-called ‘domicile 
companies”, which include several types of busi- 
nesses with seats in Liechtenstein but with their 
commercial activities primarily outside the Princi- 
pality, is the main cause for the inflow of foreign 
interests. All “domicile companies” may choose the 
option of concluding a contract with Liechtenstein 
offictals guaranteeing them that the tax rate paid at 
present will continue in effect for 30 years. 

As a general rule, Liechtenstein has the same tax 
and trade laws as Switzerland, with income, property 
and other levies imposed by the principality and the 
commune. However, the Liechtenstein authorities al- 
low many concessions to individuals and industries 
whose incomes under the regular tax statutes are over 
10,000 Swiss frances ($2,320) annually. It is a rare 
occasion when a taxpayer cannot settle for a lump 
sum—many times less than actual calculated pay- 
ments. 

Holding companies chartered in Liechtenstein are 
not required to pay any income tax. They are tapped 
for a capital levy ranging up to 0.1% and a 5% 
coupon tax withheld on dividend payments. Receipts 
of the latter levy are shared with Switzerland. 

In addition, while nearly all European countries 
require at least 50% of the owners or directors of 
a company having its principal office in their terri- 
tory to be nationals of that country, Liechtenstein 
has no such requirement. Here, theoretically, only 
the name of a local bank or citizen is necessary to 
represent a country, but even this condition may be 
waived under certain circumstances. 

The Principality’s regulations regarding foreign 
investment are considerably more flexible than most 
nations in the world. As an example, an American 
corporation founded under this country’s laws does 
not have to change its internal structure to con- 
form with Liechtenstein corporation practice. And 
last but not least, the government of Liechtenstein 
does not publish the names of companies registered 
within its confine nor will it divulge the names of 
interested persons other than those which the con- 
cern has agreed should be made public. Thus, firms 
seeking hidden identity, especially in time of war, 
are benefited. 


United Kingdom Halting Crisis? 


While great apprehension over England’s imme- 
diate future has been expressed by the Churchill 
government since it came to power last October, 
several positive factors operating in her favor have 
come into focus. Foremost, the precipitous decline in 
Britain’s gold and dollar reserves, which had fallen 
$2.1 billion in the short space of six months to a 
critically low point, appears arrested for the time 
being. 

Second, some of the benefits from England’s dras- 
tic slashing of 600 million pounds ($1,680 million) 
in her imports from non-sterling areas are just be- 
ginning to be felt. When Churchill assumed leader- 
ship, the annual deficit was running at an annual 
rate of ever 850 million pounds ($2,380 million). 
With the anticipated increase in exports resulting 
from larger orders of machinery from abroad, 
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Young Formosans being trained in American military science as 
part of an anti-communist defense line in the Pacific. 


United Kingdom may yet achieve the target of bal- 
ancing her accounts with the remainder of the world 
before 1953. 

The question arises: Where was this hidden 
strength that inspired the new government to ap- 
parently reverse the downward trend? To find a con- 
crete basis for an answer, let us review a few points 
in the commendable address of Mr. Harold Fisher, 
M.C. at the annual meeting of the Huddersfield 
Chamber of Commerce in Great Britain. 

The Honorable Mr. Fisher emphasizes that the 
national income of his country increased by 34.1% 
from 1946 to 1950, whereas that of the U. S. rose 
32.4% during the same period. He adds, “Is it not 
remarkable that the United States with its limitless 
internal natural resources, and our country with its 
overfull employment and supposedly extremely lim- 
ited natural resources should show differences of 
percentages increase so small as 1.7% ?” 

Observing another comparison, the Honorable Mr. 
Fisher indicates that American import and export 
trade was equivalent to approximately 8% of na- 
tional income in 1946 and 1950. England, on the 
other hand, was miraculously able to lift her total 
trade from 25% of national income in 1946 to 53% 
in 1951. 

However, despite the efforts of the British govern- 
ment to stem the downward economic drift, one 
must realize that many problems face the nation. 
The damage created by the war and the new stern 
competitive conditions under which British ex- 
porters live, make true recovery a difficult thing to 
accomplish in the near future. 
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1952 Midyear Re- a aa 


of Values; Earnings and Dividend Forecasts 


* 


* 


Prospects and Ratings for Railroad and Soft Drink Stocks 
Part I 


J he investor has rarely had a more complex 
set of conditions to consider in formulating his in- 
vestment program and in checking his securities 
to determine whether changes should be made in 
his portfolio. The difficulties in his way are neces- 
sarily multiplied by the rapidity with which trends 
in earnings are affected by such factors as high 
income taxes, fluctuations in consumer buying, 
changes in government controls of prices and alloca- 
tions of materials, variations in the price level and 
the latter’s effect on the value of inventories. 

For the past year, earnings reports have re- 
flected a decline in the profit margin and, conse- 
quently, earnings. Under the circumstances, inves- 
tors are trying to discover whether this trend will 
continue or whether earnings can be stabilized 
around current levels. Obviously, such influences 
bear heavily on dividend prospects and security 
values. It is, therefor, of the greatest importance 
for the investor to obtain as much information as he 
can. 

To assist our readers in ar- 
riving at sound investment con- 
clusions under’ prospective 


conditions, The Magazine of Wall Industries 





numerals indicate current earnings trends thus: 
1—Upward; 2—Steady ; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with earnings increasing. 

Stocks marked with a “W” axe recommended for 
income return. Issues with above-average possibili- 
ties for appreciation are marked “X.”’ Purchases for 
appreciation should be timed with the investment 
advice given in the A. T. Miller market analysis in 
every issue of this publication. 

To make the fullest use of this feature, we suggest 
that the reader pay careful attention to the descrip- 
tion of each industry as given in the text. This gives 
the up-to-the-minute situation especially with regard 
to the mhajor factorsr affecting these industries. By 
using this material as a background, the reader is 
enabled to tell whether the industry in which he holds 
securities is in an up-trend or the reverse. 

The tables, of course, are of great importance as 
they present the essential facts concerning the com- 
panies listed, such as a comparison of profit margins, 
dividends, yields and the price 
range. These tables enable the 
reader to tell at a glance which 
companies are making progress 
and which are failing to make 


Street presents its Mid-year Covered in 
Dividend Forecast and Re-Ap- oe 
praisal of Security Values. This Bs iad 
includes a description of the con- PP 


ditions under which the leading 
industries are operating, with 
an eye to their immediate trends 
and their bearing on corporation 
profits. In addition, we present 
tables for each group of stocks, 
covering in most cases such im- 
portant data as earnings, oper- 
ating margin, sales, dividends 
and yields. The stock of each 
company listed is rated accord- 
ing to investment quality, based 
on the financial position and 
earnings and dividend prospects. 

The key to our ratings is as 
follows: A, Top Quality; A, 
High Grade; B, Good; C, Fair; 
C, Marginal. The accompanying 
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Among the important indus- 
tries covered in six consecutive 
issues starting with this one are: 


Railroads — Foods — Dairies — 
Sugar — Soft Drinks — Tobacco — 
Textiles — Building — Rail Equip- 
ment — Farm and Office Equipment 
— Automobile Accessories — Electri- 
cal Equipment — Utilities — Steels — 
Metals — Machinery — Chemicals — 
Merchandising — Oils — Movies — 
Rubber — Non-ferrous Metals — 
Paper — Aviation — Specialties. 





headway. This will enable him to 
place his own company in its 
actual position as compared with 
other companies in the same field. 

Earnings figures given are 
based on the statements covering 
the first six months of the cur- 
rent corporate year in practically 
all cases. Where the fiscal period 
ends in a different month than 
June, a notation of this has been 
made. 

Subscribers will appreciate 
that we have made every effort 
to make this feature as useful 
and comprehensive as possible. 
We suggest that the tables and 
accompanying text be kept for 
future reference. In that way, we 
believe, the greatest value will 
be obtained by investors. 
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By ROGER CARLESON 


» o the surprise of many investors railroad 
shares have been gaining prestige. Sound reasons 
exist for the advance in representative carrier issues, 
and the fact that typical averages have risen to 
the highest level in 21 years is significant. There 
seems little doubt but that institutional investors 
have been adding seasoned rails to their portfolios. 
Five or ten years ago such a policy would have been 
regarded as foolhardy if not actually ruinous. 

Evidence of informed buying of selected railroad 
issues is supported by the fact that these stocks 
have moved forward calmly and quietly rather than 
by means of an enthusiastic upsurge that might 
have been attributed to speculative activities. Such 
behavior is typical of accumulation for investors in- 
terested in long-term holding. Moreover, factors 
accounting for more generous appraisal of stocks in 
this group appeal to informed investors managing 
substantial funds. Reassuring developments war- 
ranting an optimistic attitude toward the carrier 
group include: 

(1) Promise of reasonably high level of traffic 
through 1952 and well into 1953, providing a source 
of sustained earning power. 

(2) Comparative freedom from excess profits 
taxes because of large invested capital on which tax 
liabilities may be calculated. 

(3) Likelihood of labor tranquility and freedom 
from recurrent wage increases—assuming that sta- 
bility in commodity prices may hold down living 
costs. 

(4) Favorable outleok for additional operating 
economies as Dieselization programs are completed 
through equipment acquisitions. 

(5) Absence of increased competition from other 
transportation facilities. Recent experience suggests 
that divergence of traffic to trucks and waterways 
is not becoming more serious despite rate increases. 
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In appraising the outlook for carrier stocks after 
a sustained advance it may be well to examine some 
of these factors in greater detail in an effort to 
determine whether maintenance of a confident atti- 
tude seems justified. In doing so, however, one should 
be warned at the outset to avoid blanket observa- 
tions. Need for selectivity is more necessary in con- 
sidering prospects for railroads than for almost any 
other category. It has been pointed out by keen 
observers, for instance, that such stocks as Atchison, 
Topeka & Santa Fe, Northern Pacific and Pennsyl- 
vania Railroad were selling at about the same price 
only a few years ago. Now see how their prices 
compare. 

As a guide to comparing a wide variety of rail- 
road stocks, the reader will find the accompanying 
compilation of recent statistics and timely comments 
on individual companies useful. Reference to this 
tabulation will prove helpful as an elaboration of 
observations to be presented here following a dis- 
cussion of fundamentals. 


Traffic Prospects Important 


Primary consideration should be given to traffic 
prospects, for gross revenues determine the degree 
of prosperity of any carrier. Competent observers 
look for a modest expansion in traffic this year— 
perhaps 3 to 5 per cent. This forecast is based on 
the belief that armament shipments may increase 
in volume and that harvesting of agricultural crops 
will contribute more business this year than in 1951. 
Carloadings last year gained about 5 per cent over 
1950 to a total of about 40.5 million cars. In revenue 
ton miles, probably the most effective measurement 
of activity, traffic last year reached 647 billion for a 
gain of 10 per cent over 1950. With the benefit of 
higher rates, passenger revenues last year gained 
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Ist 5 Months 
1952 1951 
a — (Millions) — 
Atchison, Sepeln $26.6 $24.8 
& Santa Fe ....... 
x Rating—Al 
Atlantic Coast eo: 6.8 2.9 
W_Rating—Al 
Balt. & Ohio 18.5 14.6 
Rating—C2 
Canadian Pacific (*) (*) 
Rating—B1 
Chesapeake & Ohio 22.4 18.6 
W_ Rating—B2 
Chi., Seta, 3.6 3.9 
St. Paul & Pacific 
Rating—C3° 
Chicago & “(d) 1.5 0.1 
North Western 
Rating—C2 — 
Chi., Rock Island 8.7 72 
& Pacific 
x Rating—81 
}| Del. & Hudson Co. 2.9 2.7 
need 
Denver & Rio 3.7 4.2 
| Grande Western 
W_ Rating—B! 
Erie 7.7 7.3 
i Rating—Cl 
Great Northern Pfd. 4.8 5.6 
W Rating—82 
Gulf, Mobile & O. 4.1 3.3 
Rating—B1 
Hlinois Central 10.2 13.2 
X Rating—B! 
Kans. City Southern 3.3 3.2 
X Rating—Bl 
Lehigh Valley 49 3.7 
W_ Rating—C! 
Louisville & bP 3 83 
Nashville 
Ws Rating—Al 
Mo.-Kans.-Texas 3.8 2.9 
Rating—C1 
New York Central. 11.8 27 
Rating—Cl 
N.Y., Chi. & St. Lovis 8.8 8.8 
W_ Rating—B2 
Northern Pacific 3.5 5.0 
W Rating—B! 
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Statistical Position of Leading Railroads 


Operating Ratio 


Ist Full 
5 Months Year 
1952 1951 
Yo ho 
72.3% 74.7% 
70.7 d 80.5 : 
80.0 81.1 
() 88.9 
72.2 70.9 
87.4 82.6 
93.0 87.6 
74.6 76.0 
ye fe | 77.9% 
72.4 67.2 
75.5 75.4 
84.0 74.2 
70.7 71.8 : 
76.5 75.7 
56.6 58.8 
72.3 76.7 
75.8 76.8 
72.2 75.0 
87.1 85.3 
69.3 68.6 
87.9 78.9 


(a) 93 


Net Per Share 


Ist 
5 Months 
1952* 


$4.48 ; 


9.74 


87 


54 


2.19 


4.25 


4.90 


1.14 


70 
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4.02 


7.256 


2.24 


4.27 


81 


3.40 


4.02 


Full 
Year 
1951* 


$13.83 


14.00 


6.551 


2.98 
4.80 


1.75 


(d) 6.651 (d) 3.12 
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10.90 
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3.15 
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12.51 


7.40 


1.53 


9.74 


(d) .61 


2.28 


8.15 


6.44 


Dn. 
1951 


$4.00 


5.00 


1.75 
3.004 


2.00 


3.25 


4.00 


4.004 


2.004 


4.00 


2.00 


3.00 


5.00 


504 


2.004 


3.00 


Recent 
Price 


86 
112 
2312 


36 


21 
192 
62 


48 


79 
22 
52 
35 
71 
77 
1934 


59 


20 
3912 
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% COMMENTS 

Bounticul winter “wheat crop » expected 

to improve 1952 earnings. Hope of 

dividend increase brightens. 

4 “Growth | in Jindustrializetion in » South 
ti ne- 





ficial. Pressure for * stock split. 





Benefits of new operating economies 
and absence of labor disputes help 
earnings. Hope of 1952 dividend on 
common. 
Development of oil properties and 
expansion in non-ferrous mining chief 
factors. Dividend to remain modest. 





Belated ‘shift to Diesel power rand other 
improvements in facilities promise to 
sustain 1952 earnings. 

Promising : outloog for agricultural ship- 
ments and hope of more generous divi- 
dend lend attraction. Oil potentialities 
uncertain. 


Despite limited benefits. of higher rates, 
outlook more pr 9 
gain and common dividend. 





‘Beneficiary of prospective increase in 
winter wheat shipments. Earnings rise 
indicated in traffic gains. Higher divi- 
dend likely. 

Despite prospect for ‘gradual decline i in 

anthracite ts, earnings 

to support regular $4 dividend. — 
‘Operating economies and _ industrial 
growth boosting earning power. Further | 
= in dividend expected Possibly o 
sp it. 
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8.3 








5.0 


9.1 ae Benefits of transition from steam to 
Diesel operations showing up in good 
= Prospects for quarterly divi- 

end 








Despite setback in movement of iron 
ore due to steel strike, 1952 earnings 
should compare favorably with 1951 
and ivstify regular $4 rate. 


7.6 


Growth in industrial ‘production in 
Mississippi Valley contributing to traf- 
fic gains. Pressure growing for “a 
eralization of dividend. 


5.7 


Outstanding progress in debt reduction 
paves way for meeting nearby matur- 
ities. Increase in $3 dividend antici- 
_ pated. 


Growth | in industrial traffic and heavy 
agricultural movement point to upturn 
in raed and increase in dividend 
to 


4.2 








6.4 


Full benefit of Dieselization showing up 
in 

Resumption of dividends eonel be- 
fore December. 





67 Develop of soft coal | 
production and industrial growth in 
South sustaining traffic gains. ide cov- 
erage for $4 dividend. 


ddisi 1 





cae enabling road to catch up on 
bond i arrears points 
recapitalization 





to " early action on 
plan. Pfd. favored. 


Laggard in adoption of Diesel power; 
now showing excellent gains and 
promises earnings sufficient to warrant 
div'dend boost. 


25 


5.1 Heavy movement of manufactures from 
industrial mid-west area to N. Y. con- 
tributing to earnings gains. Higher 
dividend seen. 








Large acreage in Williston Basin and 
potential benefits of oil exploration 
account for popularity. Regular $3 rate 
well supported. 


3.7 








428 


THE MAGAZINE OF WALL STREET 














ed 
of 


ith 


es 
Ip 


nd 
ef 


er 
to 


p= 
i- 
2S 
$, 
ys 


























about 10 per cent. Altogether, operating revenues 
climbed to $10.4 billion. 

Inasmuch as railroad traffic tends to follow closely 
variations in the Federal Reserve Board’s produc- 
tion index, there seems to be sound logic for antici- 
pating moderate improvement this year in freight 
shipments. On a ton-mile basis, a total of 650 billion 
or more may be forecast. Gross operating revenues 
ought to record greater improvement. Increased 
rates authorized in two instalments last year were 
effective for only part of 1951, and last year’s results 
would have been much more satisfactory if the 7 
per cent increase granted by the Interstate Com- 
merce Commission had been effective for the full 
twelve months. On the other hand, higher rates 
recently authorized by Washington authorities are 
to be effective for eight months this year. This is in 
addition to rate increases approved last year to be 
effective for all of 1952. 

Much already has been said of the railroad in- 
dustry’s sheltered tax position. This factor would 
become less important if excess profits taxes are 
permitted to expire at the end of June 1953, as now 
provided by law. Nevertheless, investors have recog- 
nized the unusual exemptions provided for the na- 
tion’s carriers as a source of financial strength. With 
the benefit of greater retained earnings than other- 
wise would have been the case, many roads have 
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bolstered their equipment facilities and have reduced 
funded debt. Working capital of representative 
roads has improved immeasurably in recent years 
partly as a result of tax savings. 

Probably one of the (Please turn to page 446) 








Net Railway Operating Income Operating Ratio 
Full Ist Full 
Ist 5 Months Year 5 Months Year Ist 
1952 1951 1951 1952 1951 5 Months 
(Millions) 7 % 1952* 
Norfolk & Western 10.9 11.4 29.9 72.4 66.9 1.79! 
W_Rating—B3 
Pennsylvania 25:7 11.5 59.5 86.0 85.5 45 
Rating—Cl 
Reading 6.2 5.4 13.3 77.2 79.3 2.47 
W_Rating—B1 
St. Lovis-San 5.4 4.8 13.7 79.2 76.6 1.58 
Francisco 
Rating—Cl 
Seaboard Air Line 10.0 7 ey: 19.1 70.2 74.4 7.71 
W_ Rating—B! 
Southern Pacific Co. 21.9 17.0 56.5- 75.6 77.1- 5.18 
W_ Rating—Al 
Southern Railway 12:3 11.4 279 F422 73.2 4.94 
Rating—B1 
Texas & Pacific 42 3.5 99 69.3 70.0 7.49 
X Rating—Al 
Union Pacific 7.8 99 35.6 79.2 74.3 4.43 
X Rating—B! 
(d)—Deficit. 
* After funds unless otherwise indicated. 
!_Before funds. 





| *—Southern Pac. Trans. System. 
°—Dela. & Hudson Railroad. 


Statistical Position of Leading Railroads—Continued from Page 428 


Net Per Share 


Full 

Year Div. Recent Yield 

1951* 1951 Price y 3 COMMENTS 

5.07 3.50 49 71 Dependence on soft coal movement and 
poorer outlook for exports to Europe 
restrict interest. Good investment record. 

2.03 1.00 20 5.0 High termnial costs hamper earnings, 


but progress in Diesel operations en- 
courages hope of improvement and 
modest dividend rise. 


6.6 High industrial activity in N. J. sus- 
taining earnings. Diesel operations 
showing further benefits. Good divi- 
dend record. 


Continued heavy movement of indus- 
trial freight to Pacific Coast and favor- 
able crop outlook promising. Hope for 
higher dividend. 


3.36 2.50 2512 9.8 


Good record in debt reduction and 
benefits of operating economies favor- 
able. A split in stock expected sono. 


13.65 5.004 91 5.4 


Approval of stock split expected to 
pave way for still further liberalization 
in dividends. 


11.62 6.004 79 7.5 


Debt maturity in 1956 looms as prob- 
lem, but earnings progress encourages 
hope of successful solution. $4 divi- 
dend secure. 


12.21 4.00 62 6.4 


Rapid growth in Southwest in perto- 
chemicals contributing to mide traffic 
— Dividend rise probable through 
split. 


18.90 6.00 102 5.8 


One of the best managed roads, U.P. is 
favorably situated for long range 
growth. Dividend increase foreseen. 


14.59 6.00 113 5.3 


4_Indicated Rate. i 
°*—Net Railway earnings only. 
5—Combined with Louisiana & Arkansas. 
*—Not Reported 
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By STANLEY DEVLIN 


7). matter from what angle it is viewed the 
soft drink industry is a highly competitive field. And 
in that statement lies an explanation as to why those 
companies vying for national markets for their 
products packaged in six, eight or 12 ounce bottles 
held so tenaciously to a price of five cents. This was 
particularly true insofar as the cola drinks were 
concerned. Coca-Cola, the predominant factor in that 
field, steadfastly held the price of its six ounce bottle 
to five cents. 

The question confronting competitors was: how 
much of their markets would they lose if they were 
to boost the price of their products to a level where 
they could earn a decent margin of profit? All of 
this went on in a period when the cost of everything 
else—wages, materials, transportation and taxes— 
were in an upward spiral. 

Pepsi-Cola endeavored to improve its position by 
supplementing its 12-ounce bottle with one contain- 
ing eight ounces for on-premise consumption in 
stores, roadside stands and other places, as well as 
through vending machines. Other cola drink pro- 
ducers were forced to go along doing business on the 
traditional nickel basis. Canada Dry and Hires were 
in a little different position. Both these companies 
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Millions of dollars are invested annually in new equipment. 
Some of the expensive machinery used in modern soft-drink plants. 


Can Soft Drink Industry 


Emerge from Depression? 


could raise prices on 
syrups sold to soft drink 
vendors and on the 
smaller bottled products 
without fear of being ac- 
cused of heresy. This they 
did, but only moderately, 
in recognition of the com- 
petition from local manu- 
facturers of soit drinks. 

Incidentally, these lo- 
cal manufacturers have 
been and, no doubt, al- 
ways will be, a factor to 
be considered by soft 
drink manufacturers who 
have developed national 
markets and continually 
endeavor to participate in 
these markets to a great- 
er extent. In almost every 
area across the nation 
there are bottlers of soft 
drinks such as root beer, 
ginger ale, fruit flavored 
sodas, sparkling water, 
and cola drinks that are 
sold in some of the chain 
food and other grocery 
stores at prices that go as 
low as 10 cents for the 
large 24-ounce bottle. 
Consumers sensitive to 
price appeal, undoubted- 
ly, purchase these lower 
priced beverages at all 
times. 

During periods when 
our economy is running 
strong, the majority of 
consumers will regard 
the higher priced prod- 
ucts as being of a higher 
quality and manifest 
their preference for them 
by actual purchase. 
Under more stringent economic conditions this latter 
group of consumers may suddenly find that their 
palates can sense little, if any, difference between the 
higher and the lower-priced products. Local bottlers 
of private brands are not burdened with compara- 
tively long haul shipping charges, nor by intensive 
ee campaigns requiring heavy appropria- 

ions. 

Competition from these lower-priced soft drinks 
has not been severe enough to retard the growth of 
the larger companies. The competition, however, is 
always present and is a factor which must be recog- 
nized when consideration is given to adjusting prices 
upward. This has not been the main reason for the 
reluctance of soft drink companies to mark up their 
products. They have been governed mostly by fear 
of losing sales to their national competitors. This ap- 
plies particularly to the cola makers who distribute 
substantial gallonage in syrup form to soda fountains 
and who are intensely interested in the “transient” 
drinker ; that is, the individual who stops at a foun- 
tain for a “coke’’, a Pepsi, or a ginger ale, or who 
pauses at the vending machine in railroad station or 
subway for a freshener. 

Over-the-counter sales of soft drinks in bottles, 
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_— both large and small, has been and always will be an 
rink important market for soft drinks. It is quite possible MARKET ACTION OF SOFT DRINK GROUP 
the that both by the bottle and by the cup the vending 3H9 
lenaibis machine will eventually prove a bigger outlet. Such 
a. machines have proved highly popular in industrial SOFT DRINK GROUP INDEX 
ee plants and factories and no doubt, other spots for 
: them will be found as they become more popular “ 
tely, - : ; 320 
aon. with the consuming public. N 
\ L 
anu- 
leo Foreign Markets Expand NV J 
| lo- 300 
lave The further development of domestic markets has 200 
_ al- its counterpart in the efforts of Canada Dry and —— 
r to Pepsi-Cola, particularly, to become more firmly en- V4 
soft trenched in markets in Canada, Latin America and A ~ 
who overseas. Coca-Cola, of course, is already firmly 190 
onal rooted as to global operations. In all the capitals of 330 COMBINED AVERAGE 
ally the world and whether one travels by donkey through 
te in Italy or by camel across the Sahara, there is always 
eat- the opportunity to enjoy the “Pause that refreshes” 180 ~ re 
very with a coke. Canada Dry, up to now, has confined its a Sena ~ 
tion operations abroad to Cuba, Canada and Bermuda, W954 952 
soft se to exploit the opportunities 
eer, available at home to increase sales of its variety of ine results i 
wred_| Soft drink produets, including Spur, the cola drink @S2™ert, appears, to be. producing results in the 
iter, which is gaining in popularity. ee the stockholders even though there is still a long 
are The rejuvenated Pepsi-Cola Co., is going after a way to go until per share earnings get up to an 
hain bigger share of the soft drink business. The new equally heartening level. 
very management which took over the guidance of the Sales improvement of a sizable nature first be- 
0 as company’s affairs in 1950 has been pursuing a vig- came apparent in 1951, for which year the volume 
the orous program of rehabilitation. It has revamped amounted to $49 million, which was approximately 
ttle. the entire network of bottling plants, a valuable 9 million more than 1950 sales. This is quite a 
_to adjunct to any nation-wide soft drink business; has  gybstantial jump considering that in the same period 
ted- intensified advertising to support these bottlers, and the much larger Coca-Cola’s sales increased by $10 
wer in doing all this has not neglected foreign markets. million. On a per share basis Pepsi-Cola in 1951 
all During 1951, 19 new plants were opened by bottlers, earned 4534, cents. Although this was more than 
and one plant by the company, in 11 foreign coun- twice 1950 share earnings and shows the good affect 
hen tries whose 18 million population is added to the of the new management, it is a long way from 
ung sales potential. From this it would seem that Pepsi- (Coca-Cola’s net of $6.11 a share on $225 million 
| of Cola is fast encroaching upon territory that was jn sales or, for that matter, Canada Dry’s $1.03 a 
ard Coca-Cola’s. At the beginning of 1952, Pepsi had _ ghare on sales of $61 million. Nehi, on sales of $10.4 
rod- plans for opening up 18 additional foreign areas, million earned 89 cents a share in 1951. 
oi with more still to follow. None of these showings are what could be called 
it These changes, as well as the expansion brought satisfactory; not even that of Coca-Cola which in 
“ng into existence by Pepsi’s new and animated man- 1950 earned $7.41 on sales (Please turn to page 450) 
tter “ 
heir | 
sl Statistical Data on Leading Soft Drink Companies 
ara- et 
sive 
ria- ——Net Sales —— Margin Operating Income Taxes Net Income 
Ist Quar. Ist Quar. Margin Ist Quar. Ist Quar. Net Per Share 
1952 1951 = -1952,S«1951 1952 1951 1952 1951 Ist Quar. Recent Div. _Div. 
nks ——-(Millions) % % (Millions) 1952 1951 Price 1951 Yield Rating® 
1 of 
. is Canada Dry .... $31.02 $61.41 6.1%2 98%! $ 1.12 $ 381 $ 72 $2.1! $ 332 $1.03! 9% $ 505 53% C3 
0g- | Coca-Cola ........ 47.1 2256 21.5 25.8 6.0 32.7 4.1 26.1 .%6 6.11 117 5.00 4.3 B3 
the | Dr. Pepper ........ 1.8 78 14.0 16.2 a 6 a 6 18 92 «12 60 5.0 c3 
reir Hires (Chas. E.) 262 8.01 9.41 Al (d) 22 41 (d).632 1.011 10% 805 7.4 c3 
wal Nehi Corp. ........ 23 WS 141 20.2 2 1 a 9 13 89 11% 70 63 c3 
«a Pepsi-Cola ...... 10.2 488 5.2 8.1 2 1.5 a 2.6 03 46-10% ee ae C3 
s 
me (d)—Deficit. 3—Indicates tax credit of $369,763 for 6 mos ended 3/31/52. 
un- *—Comments on individual stocks in text. 4_After preferred earnings for 6 mos. ended 3/31/52. 
vho 1—Year ended Sept. 30, 1951. °—Indicated rate. 
1 or 2—6 mos. ended Mar. 31, 1952. 
les, 
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SOCONY-VACUUM 


By H. F. TRAVIS 


ies the middle thirties Socony-Vacuum 
has emerged as one of the world’s greatest oil com- 
panies. Few, however, realize how fundamentally the 
company has changed since the 1931 merger of the 
old Standard Oil Co. of New York and the Vacuum 
Oil Co. into the present company. 

Essentially both components then were marketers 
and refiners and had little representation as produ- 
cers of crude oil or as transporters. This obviously 
placed the company at a disadvantage with its com- 
petitors. Today, Socony is a fully integrated concern 
and its success is an example of far-sighted mana- 
gerial planning. When the policies of the company 
were turned toward full integration, a basis was laid 
for steady growth in assets and earning power. This 
has continued into the present and offers a strong 
base for future operations. 

Almost from the time of the merger’s completion 
two decades ago, Socony commenced to broaden its 
field of operations acquiring, first, new pipelines, and 
then new crude producing properties. These were 
acquired through its wholly-owned affiliates, Mag- 
nolia and General Petroleum. Since then many other 
important properties have been added, notably in the 
Middle East, South America, Canada and, of course, 
the United States. 

In addition, other facilities have been added and 
expanded, including new refineries, of which there 
are now 22, and research laboratories at Dallas, 
Texas and Paulsboro, New Jersey. Research con- 
tinues to play a vital role in the company’s affairs 
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in all branches pertaining to oil 
extraction and treatment. Nor 
has the company failed to take 
an important part in the seismic 
science of locating oil fields. It is 
estimated that about $11 million 
annually is spent on pure re- 
search alone. 


A remarkable phase of the 
company’s development is that 
the growth of physical plant, in- 

cluding advances to foreign subsidiaries, has been 
accomplished with comparatively little resort to new 
financing. The only capital change in recent years 
was the $75 million 1.85% note issue (sold priwately 
to banks) and a 2% stock dividend, both in 1948. At 
the same time net investment in plant and property 
has grown to $880 million, in addition to $290 mil- 
lion in investments and advances to foreign sub- 
sidiaries. In the middle thirties, the combined figure 
was only half this sum. 


Rich Middle East Holdings 


Although this highly integrated company has lost 
no opportunity in developing every phase of its many 
activities, of special interest has been its explora- 
tions over the past few years, notably those in Can- 
ada and the United States with great importance 
also attached to its new fields in Colombia and Vene- 
zuela. As a result of these developments, including 
those in its immensely valuable holdings in the Mid- 
dle East, both domestic and foreign reserves of crude 
oil have risen sharply to a total of approximately 4.4 
billion barrels as compared with about 2.2 billion 
barrels in 1947. The company’s domestic reserves, 
during this period, rose from 1.1 billion barrels to 
1.6 billion and foreign reserves increased to 2.8 bil- 
lion from 1.1 billion. 

In the United States, Socony holds approximately 
10.5 million acres in fee, leases or on royalties, of 
which 9.9 million consists of unproven leased land. 
Of this, the company has about 3.5 million acres in 
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the Williston Basin and 2.5 
million acres in the Dako- 
tas. The company holds ap- 
proximately 1 million acres 
in Saskatchewan. Total 
holdings in West Canada, 
including some in the north- 
ern part of the Williston 
Basin, approximate 7 mil- 
lion acres. 

Socony had considerable 
success last year in its wild- 
catting operations, with 48 
exploratory wells com- 
pleted, of which 24 brought 
in oil or gas. Among indi- 
vidual operations of this 
type, General Petroleum 
Corp., an affiliate, made a 
new discovery of oil and gas 
in the Big Horn Basin in 
Wyoming, which has given 
indications of becoming an 
important producing cen- 
ter. Magnolia Petroleum 
(almost 100% owned by 
Socony) put down an ex- 


STATEMENT FOR THE MAGAZINE OF WALL STREET 


by B. BREWSTER JENNINGS, Pres., Socony-Vacuum Oil Co., Inc. 


Socony-Vacuum continues to stress development 
of domestic and foreign crude oil reserves, and to 
improve its facilities in all operations. At the outset 
we planned capital expenditures of about $250,- 
000,000 in 1952. Since then purchases of oil prop- 
erties have added $36,000,000 to the contemplated 
capital expenditures, but we may fall short on some 
other items, so the total for the year probably will 
not vary greatly from our original estimate. 

We have let contracts for the first of three Ther- 
mofor Catalytic Reforming units which will use a 
process developed by our Company to “reform” 
ordinary gasoline fractions into components for 
high antiknock quality gasoline. 

We expect demand for petroleum products to 
continue to increase, though at a somewhat lower 
rate than in 1950 and 1951. The industry should be 
able to meet all military and civilian needs during 
the balance of 1952, except possibly for an uncom- 
fortably close relationship between supply and de- 
mand for heating oil on the Eastern Seaboard. 
Strikes and price controls are at the root of a pos- 
sible shortage in this area next winter. A belated 
and perhaps inadequate adjustment of heating oil 





Barco Concession in Colom- 
bia increased moderately 
from 12,900 barrels in 1950 
to 13,800 barrels in 1951. 
The Magdalena field which 
is especially promising is 
expected to add _ substan- 
tially to the company’s pro- 
duction. Total gross produc- 
tion in Colombia was 5.4 
million barrels against 5.1 
million in 1950. 

In the Middle East hold- 
ings of Socony, which pro- 
vide about 15° of the com- 
pany’s earnings, production 
made spectacular gains as a 
result of the shortage cre- 
ated by the Iranian im- 
passe. The company’s Saudi 
Arabia output (through its 
10% interest in Aramco) 
rose from 19.9 million bar- 
rels gross in 1950 to 27.7 
million in 1951. At the 
same time, Iraq production 
(through Iraq Petroleum 





ploratory well which _ re- 
sulted in a large extension 


prices was made by the government at midyear. 


Co., Ltd. 23.75°¢ owned via 
Near East Development 























of the newly important 
Spraberry field in West Texas. In the Scurry Coun- 
try field of West Texas there were important devel- 
opments with a number of successful wells, not in- 
cluding these in the great Pegasus field. 

In the Williston Basin, there appears to be reason 
for optimism concerning the company’s holdings. 
There has been a good deal of controversy concern- 
ing this region but one of the officials has stated that 
the company has obtained production at about 3,000 
feet in the outer rim of the Basin, compared with 
the 9,000 to 13,000 feet that it has been necessary to 
drill in other sections. However, any sizable amount 
of production from this area will probably take 
several years for fulfilment and 
has little bearing on earnings, 
present or immediately prospec- 
tive. 

Socony, in addition to the above 
mentioned new oil-bearing re- 
gions, has a considerable stake in 
off-shore developments. Thus far, 
these have been limited by the 
government’s stubbornness in op- 
posing the industry’s partiality 
for state rather than national con- 
trol. It is stated that Socony has 
off-shore leases covering 100,000 
acres. On existing operations of 
this type, the company has three 
oil and two gas fields. 

In South America, production 
in Venezuela was _ increased 
through new discoveries. Gross 
crude oil output daily in Vene- 
zuela was 51,600 barrels in 1951 
compared with 36,900 in 1950. 
Annual production was 18.8 mil- 
lion barrels gross, against 13.4 
million in 1950. Production in the 
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SOCONY-VACUUM OIL 


Corp., jointly owned with 
Standard Oil of New Jersey) rose from 5.5 million 
barrels gross in 1950 to 7.2 million in 1951. Qatar 
production rose from 1.44 million barrels to 2.1 mil- 
lie-, 

The large increase in production from Middle East 
sctvces may be modified to some extent by the even- 
tual re-entrance of Iran to the ranks of leading pro- 
ducers. However, re-opening of Iranian wells would 
probably be gradual and therefore would not have 
a drastic effect on the world markets for oil. It may 
have some effect on current large refinery operations, 
however, especially in the Middle East which has 
been profiting from the Iranian situation. It may also 
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Comparative Balance Sheet Items 














December 31 
1942 1951 Change 
(000 omitted) 

$ 40,955 $ 57,861 +$ 16,906 
Marketable Securities 62,525 138,817 + 76,292 
Receivables, Net 85,884 161,260 + 75,376 
Inventoreis 119,200 252,440 + 133,240 
TOTAL CURRENT ASSETS .... 308,564 610,378 + 301,814 
Net Property .................. 481,055 880,791 + 399,736 
Investments ......................... 172,865 290,936 + 118,080 
IMINO 6, 0. £2525 0s/cbceshvssz 7,640 10,374 + 2,734 
TOTAL ASSETS ...................... $970,115 $1,792,479 +$822,364 
LIABILITIES 
Accounts Payable & Accruals $ 53,254 $149,354 +$ 96,100 
Accrued Taxes ................ 21,238 112,371 + 91,133 
TOTAL CURRENT LIABILITIES 74,492 261,725 + 187,233 
Other Liabilities 5,911 10,747 + 4,836 
Reserves ......... : 125,984 43,226 — 82,758 
Long Term Debt 122,000 169,575 + 47,575 
Capital Stock .......00..0..00........ 475,626 484,980 os 9,354 
SSR eee ee 166,102 822,226 + 656,124 
TOTAL LIABILITIES ................ $970,115 $1,792,479 +$822,364 
WORKING CAPITAL ............ $234,070 $348,653 +$114,583 
CURRENT RATIO ................... 4.1 23 a 1.8 
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have a moderating effect on production in European 
refineries and possibly to a small extent on refinery 
activities in the western hemisphere. On the other 
hand, the re-opening of the Abadan refineries would 
stimulate the badly needed production of heavy fuel 
oil. 

Excluding Standard-Vacuum, Socony’s foreign pro- 
duction amounted to 67.3 million gross barrels in 
1951, compared with 51.1 million in 1950. Domestic 
gross crude production in 1951 amounted to 86.6 
million barrels, with the company’s working interest 
at 75.1 million barrels, compared with 74.9 million 
and 65.3 million barrels respectively. 

In the United States, the company operates in 15 
states, with a total of 784 wells completed in 1951, 
compared with 830 in 1951. Including 589 shut-in 
wells, the company has in domestic operation 12,977 
wells. This in itself gives an idea as to the scope of 
Socony’s operations in the United States alone. 

Comparable progress has been made in natural gas 
production which amounted to 303 billion cubic feet 
in 1951 in the United States, compared with 266 bil- 





lion the previous year and as low as 141 billion in 
1947. It is estimated that natural gas reserves 
amount to 7.4 trillion cubic feet. Drilling operations 
in Texas, Oklahoma, Louisiana and Wyoming seem 
to indicate additional new gas reserves. The impact 
on revenue from this source has been considerable. 
Last year, sales of natural gas and extracted liquids 
amounted to $25.6 million against $7.4 million in 
1947. With the construction of new processing plants, 
output is expected to increase substantially. 

Along with these facilities, the company has added 
materially to its pipe lines. It now has 11,700 miles 
of crude trunk and gathering lines and 2300 miles of 
product lines. As a consequence, it has been necessary 
to increase domestic storage facilities which now 
have a capacity, outside of refinery working tanks, 
of 104 million barrels. 

Of great interest is the continued research of the 
company’s specialists into improving the products 
and lowering operating costs. The company was the 
first to develop the catalytic reforming process, now 
an established technique by practically all the lead- 
ing oil refiners. Socony’s development of the Thermo- 
for Catalytic Cracking Reforming Process is out- 
standing. This process, through license, is in use by 
many oil companies. The company’s chemists have 
also advanced research on product performance in 
domestic heating oils, motor oils, and in corrosion of 
product pipelines. Sold under the well-known trade- 
marks of Mobilgas, Mobilgas Special and Mobiloils, 
together with the lubricant Gargoyle, the company 
has made every effort to maintain its competitive 
position. 

In 1951, sales amounted to $1.5 billion, in addition 
to $31.9 income from foreign branches and subsidi- 
aries. This represents an increase of approximately 
50% over 1947. Percent of net income to gross has 
increased steadily and in 1951 was 10.2% compared 
with 9.4% in 1947. 


Rise in 1951 Earnings 


Earnings per share amounted to $5.08 last year 
compared with $4.03 a share. To a considerable 
extent, this increase in profits was due to the fact 
that pro-ration on the company’s Texas wells was 
partially lifted, with the result of making available 
additional large supplies of crude. 

The upward trend in earnings was continued on 
into the first quarter (Please turn to page 446) 
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| Long Term Operating and Earnings Record 
Sales of Net Net Div. Percent 
Products Operating Operating Net Profit Per Per Eamed on 
& Services Income Margin Taxes Income Margin Share Share Invested Price-Range 
(Millions) (Millions) —— Capital 
{| 1952 (Ist Quarter) ...................... Pe a ee eS S610 ns. $ 1.29 $100! st... 4058-34342 
ON eorca secre icevpstopeatronsoseneebeteee $1,528.5 $193.9 12.7% $ 83.3 $161.6 10.5% 5.08 1.80 12.3% 3714-258 
| Ec eer eee rere: 1,367.1 137.4 10.5 45.6 128.2 9.3 4.03 1.35 10.8 257-16 
NN carson Secs vorasraneastiecoupoeetee 1,226.7 98.0 8.0 177 98.3 8.0 3.09 1.10 9.0 1742-14 
UID So suhasesssicssacsunouontsiarasitsaehusscossse EDD 158.1 11.9 48.6 132.8 10.0 4.18 1.00 12.9 23 -14% 
WO 2c sshs sacs sodssesesusnacasppessecssest ... 1,028.6 119.2 11.5 33.1 97.7 9.4 3.13 1.00 10.6 174-1334 
BO tet cree, eens caetes eatsteh 810.7 59.5 7.3 16.8 58.3 | 1.87 75 6.8 1814-13% 
I ese avissckeyavabavnitcuad iy essavvases . 828.7 46.5 5.6 41.4 5.0 1.36 65 §.2 1834-1312 
|) IER eer eee ered 815.0 68.5 8.4 16.5 62.1 7.6 2.00 45 8.8 1436-12 
1943 .. Hideresesa tater sstxnicaeke 664.9 66.4 9.9 25.4 35.9 5.4 1.15 50 5.4 151%4-10% 
1942 e 556.2 53.5 9.3 22.5 30.8 5.5 99 50 4.7 10%4- 6% 
10 Year Average 1942-1951...... $1,015.2 $100.1 9.5% $ 31.5 $ 84.7 7.7% $ 2.68 $ .94 8.6% 37\4- 6% 
1—To June 10, 1952. 2—To June 19, 1952. 
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Depression- Proof 
Stocks .... 


By OUR STAFF 


At a time of uncertainty in corporation pros- 
pects such as the present, investors are generally 
prone to adopt a more cautious attitude and to 
employ their funds in the more conservative issues. 
This is especially desirable in a market such as the 
present when prices for the most representative 
issues have reached levels that for the time being 
seem rather high. Among the issues which are gen- 
erally sought after in a period such as the present 
are those which are included among the “depression- 
proof” stocks. 


Strictly speaking, of course, there are no abso- 
lutely depression-proof common stocks but there are, 
however, a number which have proven their ability 
to resist recessionary influences on quite a satisfac- 
tory basis so far as maintenance of good earnings 
and satisfactory dividends are concerned. We have 
selected five such companies, all of which operate in 
industries more or less immune to cyclical changes. 
Among these are the following: natural gas, tele- 
phone, food processing, tobacco and “variety stores.” 
All five supply the population with needed services 
and goods at prices within the reach of the average 
pocketbook under practically all conditions. All are 
essential industries. 

The five stocks selected: American Natural Gas 
Co., General Telephone Co., Corn Products Refining 
Co., J. C. Penney Co., and R. J. Reynolds Co. are 
old-established companies with a very long record of 
stability of earnings and dividends, under practically 
all kinds of economic conditions. American Natural 
Gas has paid dividends in varying amounts since 
1904; General Telephone since 1936, Corn Products 
Refining since 1920, J. C. Penney since 1926, and 
R. J. Reynolds, since 1901. With this record, it can 
be safely assumed, so far as humanly possible, that 
these dividends will be continued for years to come. 
As such the stocks recommend themselves to con- 
servative investors who are seeking stability of 
income from stocks suitable to their purpose. 

In addition to the accompanying descriptive ma- 
terial, we present essential data on the financial posi- 
tion of the companies, together with the dividends 
and yields obtainable at current prices. We also 
include charts which give the market range of the 
stocks for the past ten years. 
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AMERICAN NATURAL GAS CO. ANG 
— a - : 
Adjusted 
at Gas holding ©. Seize Ginae 
1929 - 1 
3 Sigh - boo 
: Low - 78 
Long Tera Debt, Subsid: $201,680,000 
- Parent: $43,000,000 
———}Sms. 6% Pfd: |... 30,554 - $25 par 
f [She. Common: 3,684,276 - no par 
-—-— Fiscal Year: Dec. 31 
T tt 
‘ttt + 
i 
—— ete — 
L 4 i Bt 
ir = 
a in i 
us Lt 9 
a : = 
] = 
Tt i 
cot = 
THOUSANDS OF SHARES }—} ttt Heth 
1 a a_i 
| ae ~ ae | i See 
Lill FicMinis 
§ 241 9428 1043 19044 1945 | 1946 a = a. ~— tes! 19062 
35 (1.40 | 1. 4 | 2.45 4} 2.45 | 2:58} __] 
1.20 | 1.20 | 1.20 | 1.20 | 1.20 i = Tt x 120 1.6 











* Also Misc. Stock 


AMERICAN NATURAL GAS COMPANY 


BUSINESS: The operating subsidiaries of this holding company comprise an 
integrated natural gas system made up of a pipeline company operating 
about 1,600 miles of lines, and two distributing companies. The territories 
served embrace large industrial and residential areas including Detroit, 
Mich., and Milwaukee, Wis. 


OUTLOOK: Gross revenues of this company’s system have been increased 
sharply, especially in the last three years. For the year 1948, gross revenues 
were reported at $59 million. In 1950, this figure rose to $81 million, and 
that was topped by approximately $16.7 million in 1951 when gross reve- 
nues reached an all-time peak of $97.5 million. It is probable that all these 
figures would have been much greater had the system been able to fully 
meet the demand for natural gas from both industrial and domestic con- 
sumers. During the four years to the end of 1951, the system made construc- 
tion expenditures totaling $215.3 million, and expects to increase this 
amount in the current year with expenditures of $29 million for expansion 
and plant improvements. The position of the system has been further 
strengthened by the further development of partially depleted gas fields in 
the state of Michigan as underground gas reservoirs, having an ultimate 
storage capacity of 37 billion cubic feet. These storage facilities will permit 
operation of the pipelines at 100% capacity throughout the entire year and 
the building up of reserves to meet peak demands, thus freeing the system 
of sales limitations set by the daily carrying capacity of pipelines when 
demand is at high levels. In 1951, the system’s sales of natural gas 
amounted to 117.3 billion cubic feet. This was an increase of 17% over 
sales in 1950. Increasing use of gas for domestic space heating and sub- 
stantially larger consumption by industry makes it reasonable to expect that 
1952 sales will set a new record figure. Net earnings last year were equal 
to $2.58 a share on the amount of common stock then outstanding, and 
compares with $2.45 in 1950, and $1.74 in 1949. Higher costs and greater 
Federal taxes are expected to be considered in connection with the system's 
applications for higher rates. 


DIVIDENDS: The current quarterly dividend rate is 45 cents. These payments 

maintain the dividend record of the company which has extended, without 

interruption, for 48 years. 

MARKET ACTION: Recent price—32'4, compared with a 1951-52 price range 

of High—35¥2, Low—2712. At current price the yield is 5.5%. 
COMPARATIVE BALANCE SHEET ITEMS* 





December 3! 
44 1751 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities $ 21,496 $ 24,422 +$ 2,926 
Receivables, Net 3,233 12,946 + 9,713 
Materials & Supplies 4,291 12,255 + 7,964 
Other Current Assets 2,455 3,594 + 41,139 
TOTAL CURRENT ASSETS : 31,475 53,217 + 21,742 
Plant and ‘mene . 152,155 365,396 + 213,241 
Ipvestments Ae ee: 026 — 51,055 
Other Assets .... : bite is 2,451 7,598 + 5,147 
TOTAL ASSETS ....... “ sesvesacssene, Se $426,237 +$189,075 
LIABILITIES 
TOTAL CURRENT LIABILITIES ittim o ae $ 47,819 +$ 38,709 
Other Liabilities ........ ae SO 4,000 1,757 — 2,243 
Depreciation Reserve eee a Bone 31,834 51,422 + 19,588 
ee I loan ixcnc deci ccs nce mnceesceseenssae ; 1,781 1,792 ao on 
I INI I oo ik cschsucoysameccasantscanhcodea senso 214,680 + 159,946 
OR er ire erner 7 — 19,245 
Common Stock . * Roatan cee 92,932 + 23,662 
Surplus 15,071 — 31,353 
TOTAL LIABILITIES . $426,237 +$189,075 
WORKING CAPITAL 5, —$ 16,966 
CURRENT RATIO ............ 1. 23 
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CORN anand REFINING CFG GENERAL TELEPHONE CORP. 
* + 1 - t t + T PE 
+ $ 1 Price Range + “Holding Oo. 4 +— 
i I J 1929 - 1935 100 t Funded Debt, Parent: $10,000,000~# 
EN eT ie ee = if Subsid: $123,023, 0001 
wrested Interest: $62,192 
Subsid.° Pfd: $56,816 ,938—E+ a 
Shs. $4.40 Pfd: 43,126 - $50 par - 
=_——_ Shs. $4.75 Pfd: 392,773 - $50 par—B Debt: 
8 - Common: 1,943,978 - $20 par—gpanon: 
Fiscal Year: Dec. 31—# Year: 
: 4 
70 — 
= ie thet _— 
T ils w-_ 4a 0 = Ft —++—+4 
1" = ¥ 5 + 
= + Ms CLP 8 ft cme 
= 50 t baba a + ; 
ul T is 
a =a i *(Sus. 4.75% Cv Pfd: 206,018 - $50 par 
0 t rT offered in exchange for the 4.4% Pfd 
Funded Debt: yee until April 30, 1952.) 
Shs. $7 Pfd: en - wd I oes 
Shs. Common: 2,651, . ) 
Piscal Year: Dec. 31 a | 2! :* r ra. 
THOUSANDS OF SHARES = THOUSANDS OF SHARES i t — 
met aT I iu is if + ae 
a ee tt + > 
ea: | 1048 1943 1R4e 1948 1946 1947 1948 19498 1960 1951 1982 
12.75 [2.76 | 2.70 | 2.74 | 4.71 | 6.06 | 4.41 |. 4.87 | 8.44 |* 5.09! | 
90 | 2. . . 2. 3.00 3.60 3. *3.60 

















* Plus Stk Div 


CORN PRODUCTS REFINING CO. 


BUSINESS: The company is the largest manufacturer of corn derivatives such 
as dextrose, dextrins, syrups and starches. Some of these are sold over the 
grocer’s counter under brand names of Karo, Mazola, Argo, Linit and Kre- 
Mel. These and other products of the company are used in animal and 
poultry feeds, and by industry in producing writing paper, asbestos, textiles, 
soap and many other items. 


OUTLOOK: Net sales of the company last year reached $187.8 million, 
which produced net earnings of $15.2 million or the equivalent of $5.09 a 
share for the common stock. That year, however, was not the best in the 
long and profitable Corn Product's career. In 1950, on net sales of $186.5 
million, the common stock earned $8.44 a share, compared with $4.87 in 
1949 and $4.11 in 1948. The year 1950 was a particularly good period. 
Sustained demand enabled the company to operate without interruption, 
producing in large volume with a resultant high rate of efficiency lowering 
costs. Results were further aided by a sizable non-recurring income tax 
refund and dividend payments from foreign subsidiaries in an amount larger 
by $2 million than these received in 1951. Moreover, sharp increases in the 
cost of grain as raw material came at about the same time or immediately 
after price ceilings had been imposed on a number of the company’s 
products. Some adjustments were made in these ceiling prices, but these 
came late in the year so that they had little, if any effect, on earnings for 
the full 12 month period. Comparison of 1952 first quarter results with those 
for the first quarter of 1951 will not prove favorable considering the run 
over of the high volume of business in 1950 into last year’s first three month 
period in which net sales of $51.4 million produced net earnings, after 
taxes, equal to $1.30 a share for the common stock. In the first quarter 
of 1952, net sales were $43.8 million and net, after taxes, was equal to 72 
cents a share for the common. Meanwhile, extensive research is going on 
and it was only early in June of this year that the company announced the 
first commercial production of Glucoronic acid by its chemical division. 
DIVIDENDS: Quarterly dividends of 90 cents a share are being paid, the 
rate maintained through 1951, and augmented by a stock dividend of 5%. 
MARKET ACTION: Recent price—68%4, compared with a 1951-52 price 
range of High—7934, Low—65%. At current price the yield is 5.2%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 


1942 1951 Change 
ASSETS (000 omitted) 
Cash $ 23,076 $ 10,247 $ 12.829 
Marketable Securities 19,907 22,625 2.718 
Receivables, Net 6.618 11.370 4.752 
Inventories 11,470 16,236 t 4,766 
TOTAL CURRENT ASSETS 61,070 60,478 — 592 
Net Property 31,645 81,993 + 50,348 
Investments 20.169 19.631 — » ius 
Other Assets 4,350 3,300 - 050 
TOTA! ASSETS $117,234 $165,402 +$ as, 168 
tIABILITIES 
Accounts Payable $ 3.168 $ 7,115 4+$ 3.947 
Accruals 3,692 5,483 + 1,791 
Accrued Teves 9,458 15,520 + 6,062 
TOTAL CUPRENT LIABILITIES 16,318 28,118 + 11,800 
Other Liabilities 115 869 + 754 
Reserves 3.459 — 3,459 
Preferred Stock 25.000 25,000 
Common Stock 63,250 66,294 + 3,044 
Surplus 9,092 45,121 + 36,029 
TOTAL LIABILITIES $117,234 $165,402 +$ 48,168 
*VORKING CAPITAL < $ 44,752 $ 32,360 —$ 12.392 
CURRENT RATIO : asain 3.8 2.1 — 17 
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GENERAL TELEPHONE COMPANY 


BUSINESS: Through 15 operating telephone subsidiaries, the company con- 
trols the largest telephone system, outside the Bell network, in the U. S., 
and serves, without competition, more than 3,600 communities in 19 states, 
mainly in the West. 


OUTLOOK: The growth of this company’s telephone system has paralleled 
the exp of b activity and the increasing population in the areas 
served. The system has grown from where in 1944 it had 444,583 ‘phones 
to 1,321,052 ‘phones in operation in 1951. The rate of expansion has been 
particularly sharp within the last five years. To meet the demands for service 
during that period, the system’s investment in telephone facilities increased 
by $186 million, or 142%. Notwithstanding this expansion and the fact that 
the number of telephones in the network increased by 96,000 in 1951, there 
were still 73,800 unfilled applications on the books. The growth of the system 
as measured by the number of telephones in operation has its counterpart 
in the growth in operating revenue and net earnings. Last year, consolidated 
net income amounted to $5.5 million. This was 34% greater than the $4.1 
million earned in 1950. During 1951, higher operating costs, especially in 
wages and taxes, took more of earnings, but this erosion was partially offset 
by the benefits from rate increases in certain areas which, together with the 
greater volume of both local and toll business, produced net income which 
was 37% higher than that realized in 1950. This gain is not fully 
reflected in earnings on a share basis for the common stork by reason 
of the fact that improvements in service and expansion of facilities in 1951, 
required gross expenditures of more than $62 million. Normal financing 
during the year involved the issuance of 525,000 additional shares of com- 
mon stock. On the basis of average number of shares outstanding in 1951, 
net income applicable to these shares was $2.95, but on the total outstand- 
ing at the end of the year, per share earnings were equal *o $2.63 a share, 
thus continuing the uptrend extending over close to two decades. 





DIVIDENDS: The current rate of 50c quarterly sustains an unbroken divi- 
dend record which goes back to 1936. 


MARKET ACTION: Recent price—32'4 compared with a 1951-52 price range 
of High—33%, Low—27. At current price the yield is 6.2%. 


COMPARATIVE BALANCE SHEET ITEMS 


December = 


1942 51 Change 
ASSETS (000 a 
Cash & Marketable Securities $ 7.074 $ 19,510 !$ 12,436 
Receivables, Net 2.168 19.756 : 8.588 
Materials & Supplie 3.394 17,729 14.335 
TOTAL CURRENT ASSETS 12,626 47,995 + 35,359 
Plant & Equipment 105,659 313,061 +. 207,402 
Intangibles 5,054 4 5,054 
Investments 978 687 - 291 
Other Assets 4644 6 954 9.210 
TOTAL ASSETS $123,917 $373,751 ! | $249, 834 
LIABILITIES 
TOTAL CURRENT LIABILITIES $ 8,184 $ 39,755 +$ 31.571 
Other Liabilities 2.014 060 1,954 
Deoreciation Reserve 21,808 56.962 35.154 
Other Reserves 149 1,282 j 1,133 
Long Term Debt 41,938 131,839 89.990 
Subsidiary Preferred Stock 15.701 55,655 !- 39,954 
Preferred Stock 8,782 22,346 13.564 
Common Stock 12,741 38,467 | 25,726 
Surplus 12.600 27,38 14,785 
TOTAL LIABILITIES $123,917 $373,751 | $249, 834 
WORKING CAPITAL $ 4,452 $ 8,240 +$ 3,788 
CURRENT RATIO 1.5 t2 - '3 
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PENNEY (J C) CO. jcp REYNOLDS TOBACCO “B” RJ 
r a 3 T AO tncatat 1 —_— 
510,000,000 L—— chain Dept Stores ' Price Renge Price Range 
123,023,000] 1929 - 1935 a—7 © 1929 - 1935 0 
$62, 192 = : - High — 41% : High - 66 
56,816,938 —] —T Low - 48 : 0 * — Low - 
} = $50 par ae <a OO r | 45 
} = $50 par bebt: None Th t 
} = $20 par spason: ag ali no par z —_s Z xsi 
Dec. 31—§ Year: Dec. 4 
- a eae 70 
——} 4 as Ba + — tit 7 
5 + a tt Loar 7 
= t+— 60 + > 35 
1 site 
t ma u a 30 - + x 
ers | ze u _ a — — 
—f — T 
at rrurud u “0 ” Ad a 25 
8 - $50 par —— = -}—— 7 Long Tera Debt: $135 , 000, 000 
e 4.4% Pid 4 4 - $3.60 Pfd: 490,000 - $100 par 
De — 1 Shs. $4.50 Pfd: 260,600 - $100 par ™ 
mater Shs. Class ‘Bb’: 9,433,878 - $10 par 
ae nm : : Sns. Common: 122 - $10 oo 
—+-+ te j= cea Fiscal Year: c. 3) 7 
wee . 2 15 
a 
— 
= THOUSANDS OF SHARES a THOUSANDS OF SHARES 
T n T T 100 
3 a r t 
1981 198 } NA: 8 | —————— -——t, - 8 
2.95 u 2 
2.00 toca | 1043 | 1044 | 1946 | 1066 | 1047 | 1048 | 1040 | 1980 | 1001 | 1082 1941 | 1942 uses 1944 1945 | 1946 | 1047 | 1948 | 1940 | 1980 | 198: | 1982 
FT 2.19 | 2.14 | 2.08 | 2.21 | 4.31 | 4.29 | 5.80 [ 5.08 [5.46 | 4.07 mi | 2.32 | 1.991] 1.8 t Ee. 1.84 [2.62 | 3.03_| 3.26 | 3,75 7 a 
1.6691 1.66§| 1.66% | 1.668] 2.70 | 1.50 | 2.50 | 2.50 | 3. 3.50 ww} 12-10 171,70 ett 60 | 1.75 | 2.00 | 2.00 | 2.00 | 2.00 | 2.00 | ws 
J. C. PENNEY COMPANY R. J. REYNOLDS TOBACCO COMPANY 
ny con , 
2 UL S., BUSINESS: The company operates about 1,620 retail stores located through- BUSINESS: One of the largest of the tobacco companies, R. J. Reynolds 
? states, out the 48 states, selling on a cash basis only, men’s, women’s and children’s principal products as Camel cigarettes and Prince Albert smoking tobacco, 
wearing apparel, notions, househeld goods and related merchandise. as well as Cavalier cigarettes and various brands of chewing tobacco. 
ralleled OUTLOOK: Most of the merchandise sold by the J. C. Penney stores consists OUTLOOK: Although the comer does not report sales and earnings for 
e areas of clothing, footwear and textiles at prices which the company endeavors each of the divisions such as cigarettes, pre smoking and chewing tobaccos, 
‘phones to hold within medium price brackets so as to meet the needs of, and appeal _ it is generally known that sales of Camel cigarettes contributes most heavily 
1s been to, the greater portion of the buying public. This policy prevails throughout  '° sales volume and net earnings. Shipments of cigarettes in 1951 were the 
service the entire store chain, although some modification is made in units which in greatest Oe ae kee of the asielesetaby history. Sales, a a new high of 
creased recent years have been opened in Los Angeles, St. Louis, Seattle, San Fran- $814.2 million, exceeded those in 1950 by $54.3 million. Net earnings, 
act that cisco and other large cities. The soundness of Penney’s general policies is however, did not reflect this growth. On the basis of 10 million shares of 
1, there attested by the ever-increasing sales volume. Lost year the company did a common stock outstanding, net earnings for 1951 amounting to $32.1 million 
| system business of $1,035 million, which was more than double the sales volume Were equal to 3.94% of sales, and the equivalent of $2.92 a share for - 
terpart ten years earlier. As spectacular as this growth may appear it was achieved | common stocks. In 1950, net earnings of $40.2 million were equal to 5.30% 
lidated by year to year growth, reflecting, of course, the greater buying power of °° sales, and to $3.73 a share. The explanation for this drop is that Federal 
re $4.1 the rank and file since the close of World War Il, a period in which the and state taxes for 1951, totalling $60 million, were $22.3 million greater 
ially in number of stores in operation increased by only 10 units. Earnings during than these taxes for 1950. Contributing factors to lower earnings have been 
y offset the same period have increased in proportion to growth in sales although higher wage scales and higher Eenes for leaf tobacco. Offsetting these rises 
vith the per share earnings in 1951 of $4.07 were down from $5.46 in 1950, and ‘© some extent is the improvement in cigarette making machinery which now 
» which $5.08 in 1949. Results for last year, however, were not an exception to the turn out 1,250 cigarettes a minute and other efficiencies which are constantly 
t fully experiences of other department store operators. The development of con- being sought after. Reynolds, like other cigarette makers, _ not benefited 
reason cumer sales resistance during the year brought about a decline in whole. ‘© ["Y great extent from the price rise in —— o pe year, that 
1 1951, | sale prices particularly on textiles, forcing the company to adjust prices so "CFSE being taken up by the eneliamatiae Aaimatbeanenradiiadiardcantiaoren 
jancing | as to maintain a strong competitive position. Operating expenses increased The das favorable factors Pecunia improvement in earnings are the 
f com- | because of higher wage rates, increased transportation costs, and, of course, likelihood of an advance in cigarette prices and the continually expanding 
} 1951, higher Federal toxes which took $8.7 million more of earnings than in ithe = fO™ "Motion to which there appears to be no limit = the population 
tstand- preceding year. This year’s first quarter sales have held up remarkably well increases and more and more women join the ranks of cigarette smokers. 
share, with a volume of $189.2 million, or only 4.7% less than first quarter sales The Reynolds company, in ¢ sound financial Position ond, maintaining its 
last year. The company’s cash and Government securities at the end of 1951] = mtenstve advertising campaigns, appears to be in a good position to further 
mer are cmounted to $148.2 million or $15.5 million more than all of its current increase sales and improve earnings. 
liobilities. DIVIDENDS: The Class B common stock is receiving dividends of $2.00 a 
iia DIVIDENDS: The current quarterly rate is 50 cents a share, plus extras, one share annually, this rate being established in 1947. 
of $1.25 having been paid this year. A total of $3.50 a share was paid MARKET ACTION: Recent price—Class B common—34)2, compared with a 
in 1950. 1951-52 price range of High—36, Low—31%4. At current price the yield is 
9 
MARKET ACTION: Recent price of 6812, compared with a 1951-52 price 87 
em range of Hiah—7412, Low 64%. At current price the yield, not including COMPARATIVE BALANCE SHEET ITEMS 
g extras, is 2.9%. December k 
12,426 1942 pam 951 d) Change 
es ASSETS 0 contate 
Bo COMPARATIVE BALANCE SHEET ITEMS Csr $ 9,532 18.1 L$ 8,645 
35.359 December 31 Receivables, Net 11,262 26,778 15,516 
107.402 42 1951 Change Inventories 172,803 495,691 322,888 
5/054 ASSETS (000 omitted) TOTAL CURRENT ASSETS 193,597 540646 + 347,049 
"991 Cash & Marketable Securities $ 95,002 $148,239 L$ 53,237 Net Property 17,721 32,752 + 15,031 
2.210 Notes & Accounts Receivable 521 2,658 | 2.137 Investments . 5,341 2,468 - : 
49,834 Inventories 58.412 139,648 81,236 Other Assets 555 2,020 + 1,465 
TOTAL CURRENT LIABILITIES 153,935 290,545 | 136.610 TOTAL ASSETS $217,214 $577,886 +$360,672 
Net Property ‘ Seabues 18,804 32,839 {+ 14,035 LIABILITIES 
31.571 Investments ......... our 7,344 7,279 Long Term Debt (curr.) s — $ 5,000 +$ 5,000 
1.954 Other Assets ve — 2.210  — 1,727 Notes Payable (curr.) 20,750 55,500 + 34,750 
35.154 TOTAL ASSETS “ sive7a) 392.938 1 $156,197 ppwasalteg «re 1.483 vo He ie 
1,133 LIABILITIES Accrued Taxes & Accruals 27,650 61,605 + 33,955 
89.990 Accounts Payable & Accruals .................00.... $ 37,721 $ 83,474 1 $ 45,753 TOTAL CURRENT LIABILITIES 49,883 127,752 + 77,869 
39.954 Accrued Taxes eter 45,498 49,247 ' 3,749 Long Term Debt 12,000 135,000 + 123,000 
13.564 TOTAL CURRENT LIABILITIES ............ 83,219 132,721 + 49,502 Preferred Stock i aeeree pene = 75,000 + 75.000 
25.726 Reserves - 2,548 2,592 + 044 Common Stock 10,000 5,661 — 4.339 
14,785 Common Stock ‘ 33,823 34,12’ 2°9 Common Stock ‘’B’’ 90,000 94,339 4,339 
49.834 Surplus REE Mee eee ane 1 163,503 + 106,352 Surplus 55.331 140,134 84,803 
3,788 TOTAL LIABILITIES 2.0... .... $176,741 $332,938 +$156.197 TOTAL LIABILITIES $217,214 $577,886 +$360,672 
3 WORKING CAPITAL ... $ 70,716 $157,824 1$ 87,108 WORKING CAPITAL $143,714 $412.894 +$269,180 
CURRENT RATIO «oni... sis. cccccsccssensnseee a 1.8 2.2 + 4 CURRENT RATIO 3.9 4.2 + 3 
EET 
JULY 12, 1952 437 
































June 


On the basis of the June per- 
formance, a wag could say that 
maybe what the market needs is 
more major strikes. At this writ- 
ing the steel strike has continued 
for about four weeks, and is forc- 
ing increasing production cut- 
backs in steel consuming indus- 
tries; but, while rails rested dur- 
ing most of June, the industrial 
average had a net gain of roughly 
15 points, more than making up 
its March-April decline. Of course, 
the strike—strikes rarely put the 
market down, other things being 
equal—had nothing to do with 
this. The market assumes that it 
will be settled before long, pos- 
sibly even before you read these 
comments, and that its temporary 
production losses will be made up. 
Seasonal tendencies have little to 
do with it; for in the long history 
of the Dow industrial average 
there have been June net gains in 
28 months, declines in 27, which 
is almost 50-50. We had a June 
rise because more people were in- 
clined to hold or buy stocks than 
to sell. Hopes for moderate sec- 
ond-half business improvement 
no doubt were generally influen- 
tial; but the detailed reasoning 
actuating individual investment 
and speculative decisions defies 
any practical over-all summation. 


Seasonal 

A recent broker’s letter com- 
ments that, measured from the 
June low of the industrial average 
to the August high, there have 
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been summer rises in 49 out of the 
last 55 years; and that the aver- 
age result for the 55 years was a 
gain of 11.8%. Of course, by tak- 
ing June lows as the starting 
point, you “load the dice”. The 
market spends about twice as 
much elapsed time in advancing 
than in declining. Allowing also 
for the periods of sidewise drift, 
it spends well under a third of the 
time in declining. Hence, the 
mathematical odds are that if you 
measure the low of any month in 
the year against the best level 
reached in the second following 
calendar month, a preponderance 
of gains will be shown on a long- 
term average basis. Nevertheless, 
the record does indicate a moder- 
ate upward bias in July, a 
stronger one in August and al- 
most an equally strong one in De- 
cember. There have been July 
gains in 36 years, declines in 19; 
August gains in 41 years, declines 





in 13; December gains in 40 
years, declines in 15. In February, 
April and September declines 
have exceeded advances as fol- 
lows: February, 31 deelines, 25 
advances; April, 29 declines, 27 
advances; September 29 declines, 
25 advances. 


Stocks 

A partial list of individual 
stocks which have been reflecting 
above-average demand recently 
and up to this writing includes: 
Alpha Portland Cement, Beech 
Aircraft, Central & South West, 
Rock Island, Chrysler, General 
Motors, Clark Equipment, Com- 
mercial Credit, Douglas Aircraft, 
General American Transporta- 
tion, General Electric, Hallibur- 
ton, International Telephone, Le- 
high Portland Cement, Motorola, 
National Tea, National Dairy, 
Phillips Petroleum, Southern Pa- 
cific, and Union Carbide. 


INCREASES SHOWN IN RECENT EARNINGS REPORTS 


Atlantic Refining Co. ... 
Ex-Cell-O Corp. 

Kroger Co. ................. : 
Bangor & Arostoock R.R. 
Pacific Tel. & Tel. Co. 
Texas Utilities Co. . 
Masonite Corp. .. 
General Instrument Corp. 
Gatineau Power Co. 


National Pressure Cooker Co. 


1952 


5 mos. May 31 $1.96 


.. May 31 Quar. 1.68 
.. 24wks. June 14 1.61 
.. 5 mos. May 31 5.27 
. May 31 Quar. 2.17 
.. May 31 Quar. 62 
. May 31 Quar. 58 
.. May 31 Quar. 17 


Mar. 31 Quar. 44 





.. Mar. 31 Quar. 55 
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Railroads 

Among railroads some of the 
sharpest gains in 1952 earnings 
seem likely to be those of Rock 
Island, Chicago & Northwestern, 
Chicago & Eastern Illinois, Louis- 
ville & Nashville and Seaboard. 
Of these, the second and third 
named are quite speculative; but 
the percentage in rails from here 
on—if there is any percentage for 
the group as a whole—figures to 
be in the more speculative issues. 


Groups 


Among stock groups heretofore 
favored for some time the fol- 
lowing have pushed on to new 
1951-1952 highs: oils, chemicals, 
finance companies and television 
—plus rails, of course. Among 
groups not outstanding in 1951 
or early-1952 phases of advance, 
the following have recently at- 
tained new 1952 highs: automo- 
biles, building materials, dairy 
stocks, office equipment, variety 
chains, railroad equipment and 
shipbuilding. 


Oil Angle 


Non-oil stocks with an “oil 
angle”, whether those of land- 
owning rails and otherwise, seem 
to have a special appeal. One such 
is Montana-Dakota Utilities. Eco- 
nomic prospects in its territory 
are favorable, due to development 
of Williston-Basin oil; it controls 
mineral rights on 90,000 acres in 
the Basin, which are under a de- 
velopment agreement with Shell 
Oil; and it controls substantial 
additional acreage in the Bowdoin 
Field in Montana. Due to sharply 
higher costs, earnings were more 
than halved in 1951 to 73 cents a 
share. They might be in the vi- 
cinity of $1.15 a share this year. 
The dividend is 90 cents a year. 
Around 26, offering a current 
vield of less than 3.5°7, the stock 
has more than doubled from its 
1951 low of 1114. It is selling not 
on current utility earnings but on 
oil pessibilities and future utility 
growth potentials. In that kind of 
situation who can say whether 
any stock is too high or too low? 


Assets 


Quite a few stocks are selling 
for less than net working capital 
per share; and many more for 
much less than the depreciated 
per-share worth of fixed proper- 
ties. The answer, of course, is 
that earnings and dividends have 
far more to do with market prices 
than assets; for the stockholder 
JULY 
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gets the dividends that earnings 
make possible, but will never get 
any of the assets except in the 
very rare instances of company 
liquidation and dissolution. In 
terms of assets—as well as good 
earnings and dividends — what 
could be more impressive than 
Standard Oil (New Jersey) ?— 
This company—to cite just two 
assets—owns 94% of the stock of 
Creole Petroleum, the major pro- 
ducer in Venezuela and about 
72% of the stock of Humble Oil, 
which has the largest crude re- 
serves in this country. These two 
holdings alone have a current 
market valuation of about $3.9 
billion. In producing properties, 
crude reserves, refineries, trans- 
portation and marketing facil- 
ities, Jersey, of course, has other 
vast assets both at home and 
abroad. Yet the total is carried at 
a balance sheet valuation of only 
about $4.7 billion. Deducting 
funded debt, Jersey is valued at 
a total of about $4.4 billion at the 
present market price. That is 
around $500 million for all assets 
other than the holdings of Creole 
and Humble. That is a fraction 
of their worth on a going-business 
basis. But Jersey will continue to 
sell, as it should, mainly on earn- 
ings and dividends. 


Oil Glut? 


The chief threat of a future oil 
surplus is in growing foreign pro- 
duction. With or without resump- 
tion of Iranian output, it may 
readily outrun growth of markets. 
Because of political problems, 
especially in the mid-East, it will 
not be as readily controllable as 
U. S. output; and it may be diffi- 
cult, if not impossible, to prevent 
an eventual foreign surplus from 
affecting the domestic market, di- 
rectly or indirectly. This is look- 
ing some time ahead, but is worth 
thinking about. 


Splits : 
Stock splits continue to be 
popular, and news thereof nearly 
always puts a stock up. Only a 
few “insiders” ever have any in- 
formation on splits. In looking 
around for stock-split candidates, 
the analyst has mainly prevailing 
price to go on, plus past leanings 
of managements in some cases. 
Here are some issues—none guar- 
anteed and timing uncertain — 
which might be split: Cities Ser- 
vice, Creole Petroleum, Amerada 
Petroleum, Atlantic Coast Line, 
Seaboard Air Line, Shell Oil, 
Skelly Oil, Texas & Pacific, Alumi- 
num, Monsanto Chemical, Zenith 
Radio, and Rohm & Haas. 


Copper 

Responsible opinion in the cop- 
per industry is that the present 
price of 2414 cents, which is the 
OPS ceiling, will hold at least well 
into 1953. Copper’s basic supply- 
demand factors are the strongest 
of any of the major non-ferrous 
metals. Market sentiment on 
metals has been buoyed by the 
modest rebound in lead prices on 
the most active buying in some 
months, following a substantial 
adjustment. Zine should turn firm- 
er after settlement of the steel 
strike. The copper stocks have 
rallied moderately from recent 
deep-reaction lows, but remain 
well under late 1951 and early 
1952 highs. One of the best is 
Phelps Dodge, one of the Big- 
Three low-cost producers. Unlike 
Anaconda and Kennecott, its pro- 
duction is solely domestic, giving 
it the full long-term benefit of 
tariff protection, now unneeded 
and suspended. The stock is at 
3434, in a 1951-1952 range of 
293/4,-407%. Reflecting higher 
costs, 1952 earnings may be mod- 
erately under 1951’s $4.48 a share. 
Since finances are very strong— 


(Please turn to page 452) 
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DECREASES SHOWN IN RECENT EARNINGS REPORTS 


Bulova Watch Co. 
Armour & Co. 

Dana Corp. 

National Airlines Co. 
Dresser Industries, Inc. 
Stevens (J. P.) & Coo, Ime. ..............ceececeesesees 
Consolidated Textile Co. 
Mueller Brass Co. 

Deere & Co. ............ 


Wyandotte Worsted Co. ........... eee 


1952 

Year Mar. 31 $4.07 
13 wks. Apr. 26 19 
May 31 Quar. 99 
Mar. 31 Quar. 1.32 

.. Apr. 30 Quar. 1.15 
Apr. 26 Quar. .86 

.. May 31 Quar. -10 
.. May 31 Quar. 1.14 
.. Apr. 30 Quar. 2.64 
May 31 Quar. -06 














By WALTER 





After a period of fairly stabilized prices in most markets 
since the first of the year, the consumers’ cost-of-living in- 
dex has again turned upward. In creeping within 0.1% of 
January’s all-time peak of 
198.1%, the price rise was 


BUSINESS ACTIVITY not consistent among indi- 


PER CAPITA BASIS vidual commodities. Higher 











MW. S. INDEX food and rent costs, for ex- 

ample, more than offset a 

200 +f drop in clothing, house fur- 

| nishings, fuel and electricity. 
. YEAR A leveling off in the previ- 
Hl 190 Aco ously gradual climb of proc- 


essing and distribution ex- 
penses was also reflected. 

Because our economy re- 
180 — mains trapped between in- 
flationary and deflationary 
pressures, it is unlikely that 
190 on! a new pattern has already 

Two been set. All economic indi- 
WEEKS . A 
AGO cators point to a relative 
steadfastness in the consu- 
mer price level over the next 
six months. True, the custom- 
ary forces affecting supply 
and demand will be aug- 
mented by such additional 
influences as the results of 
wage negotiations and fluc- 
pon tuations in international ten- 

1941 sions. But those factors which 
act as a prop to the price 
structure on one hand ap- 
pear to be offset by certain 
weaknesses. 

Divergent movements are 
especially emphasized in the 
none behavior of the durable and 

1939 non-durable goods indices. 
The strength in the costs of 
durable items is linked to 
the expanding capital invest- 
ment for plant and equip- 
ment, as well as to the ex- 
cessive metal requirements 
in the defense-related indus- 
tries. Neither of these factors 
should be altered to any 


large extent for the balance 
ie —__| of the year. 
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H. DIAMOND 


Among the non-durable goods, the sharpest drop—10% in 
1952—has been in the price of hides and leather products. 
After a prolonged period of reduced activity, hide prices have 
firmed. Sufficient supplies nevertheless should keep them 
around present figures. Markets in other non-durable lines are 
displaying scattered signs of recuperation, but the average 
costs have moved in a narrow range. A brief flurry in whole- 
sale cotton, cotton textile and wool prices has offered some 
encouragement that the industry may emerge from the dol- 
drums, but complete recovery seems most unlikely for the 
time being. Although retail inventories have dropped about 
one-third from the 1951 summit, there is still a robust $70 
billion of surplus stocks in the hands of American business, 
principally in the non-durable lines. These unusually high sup- 
plies have had the tendency to depress the costs of several 
specific products. Even if these overabundant inventories should 
work off, only a limited strengthening of prices can be ex- 
pected. 

Exceptionally large crops this year and a sliding off in for- 
eign demand ordinarily would lead the consumer to anticipate 
lower food prices. The wheat harvest is expected to set a 
record and the corn crop is the second biggest in history. 
However, government officials have been preaching that sur- 
pluses are healthy. As a result, Congress has approved main- 
tenance of the 90% price support bill covering six basic 
commodities. Therefore, the consumer probably will find the 
cost of his principal foodstuffs hovering at the current level. 

While price ceilings have been suspended by the govern- 
ment on some materials because of moderate price reductions, 
other commodities have remained at their ceilings. In several 
cases relief has been granted; automobile price ceilings have 
been hiked three times since January 1951 for a total increase 
of 13%. Continuance of controls in their present status, as 
recently passed by Congress, will act as another stabilizing 
factor. 

As a result of the latest increase in the cost-of-living index, 
an automatic two-cent hourly wage raise will go to 1,250,000 
railroad workers and at least one cent to an estimated 100,000 
textile, aircraft and oil refining workers. These adjustments 
are mandatory because of contracts tied to the cost-of-living. 
Coupled with larger take-home pay resulting from pending 
wage negotiations, along with additional earnings to workers 
from accelerated defense output, the new escalator clause 
increases mean that personal disposable income should show 
some gains. In view of a rather stabilized cost-of-living fore- 
cast, it is then feasible that the real purchasing power of the 
consumer may rise moderately before the end of 1952. Never- 
theless, despite this springboard for somewhat increased spend- 
ing on the part of the consumer, optimism should be tempered 
until the consumer shows real willingness to increase his pur- 
chases again. This might conceivably come by autumn. 
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The Business Analyst 





MONEY & CREDIT—The Treasury chalked up two financing 
successes in a row last month. [he first one saw investors 
placing orders for $11.7 billion of the original $3.5 billion 
offering of six year 238% obligations. Faced with this over- 
whelming demand the Treasury increased allocations to $4.2 
billion of which non-bank investors received $3.6 billion. The 
other success was achieved when holders of less than 5% of 
$5.2 billion of maturing certificates demanded cash for their 
holdings, the remainder accepting a new 11-month 178% cer- 
tificate. This was a much better showing than the last previous 
roll-over of which 7% had to be paid off in cash. 

The government closed the 1952 fiscal year with a $4 bil- 
lion deficit, far below the $8.2 billion in red ink that President 
Truman had forecast in January. With receipts from Social 
Security and other trust accounts far exceeding outgo, there 
is no deficit at all on a cash basis, a result that no one had 
foreseen even as late as June 15. Reason for the good show- 
ing was a spurt in June tax payments while defense spending 
has not grown as rapidly as anticipated. Observers are unan- 
imous in predicting that fiscal 1953 will tell a different story 
although here again the excess of expenditures over receipts 
should be much below the $14 billion deficit that the Admin- 
istration was predicting six months ago. Although the Treasury 
was able to achieve a balanced budget on a cash basis for 
fiscal 1952, the money supply has shown substantial growth 
in the past year. Thus total deposits plus currency outside the 
banks totalled $184.4 billion on May 28, an increase of $10.6 
billion from a year earlier. Demand deposits at $95.3 billion 
were up by $5.8 billion during the period. The increase in the 
money supply was made possible by a $1.5 billion rise in our 
gold stock and a $9.3 billion increase in bank loans and in- 
vestments since May , 1951 with loans up by $5.6 billion and 
investments $3.7 billion higher. The recent large scale bond 
financing by the Treasury will further augment bank invest- 
ments as the new bonds find their way into bank portfolios. 
If the Treasury were to make its bonds more appealing to 
private investors, many of these purchasers would have to sell 
other holdings to the banks in order to finance the acquisition 
of government bonds. Thus the money supply can continue to 
grow as long as the banks have the necessary reserves which 
enable them to expand credit. The remedy open to the Federal 
Reserve, of forcing down bank reserves by selling its own 
holdings of governments and by other means, is an expedient 
seldom practiced to any great extent because of the resultant 
restrictive effects on business in general. 
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TRADE —Retail sales made a good showing during June al- 
though record temperatures near the end of the month had 
a restrictive effect on purchasers. Dun & Bradstreet estimates 
that retail dollar volume for the week ending Wednesday. 
June 25 was about 1% above the corresponding period of 
last year. Great interest was noted in light weight clothing 
while air-conditioners, washers and freezers were popular. 
Most other household goods showed a dip in demand for the 
week. Auto sales also slowed somewhat after the recent 
seasonal rise. 

Nation-wide department store sales for the week endina 
June 21 were 6% above a year ago. The New York area 
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continued to have the worst year-to-year comparisons with a 
10% drop from last year’s figures which were swollen by the 
‘price war’. Best results were achieved in the Atlanta district 
with a 24% rise. 
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INDUSTRY—The steel and oil strikes played hob with some 
production lines during June and the Federal Reserve Board 
has announced that its production index would be lower for 
the month. In May the index had already dropped to 214% 
of the 1935-1939 average which compares with a level of 216 
in April and 222 in May 1951. With many plants closing for 
extended vacation periods during July, no early pick-up is 
envisaged. Pessimism among industrial purchasing executives 
is still prevalent, according to the Nation Association of Pur- 
chasing Agents which finds that industrial new orders declined 
sharply in June and that output also was lower. It is feared 
that shortages engendered by the steel shut-down may restrict 
output until well into the fourth quarter. 
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COMMODITIES—The Bureau of Labor Statistics’ price index 
(Please turn to the following page) 
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re- 
Wk.or Wk.or Year Peorl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
MILITARY EXPENDITURES—$b (e) —_| May 4.0 4.0 2.5 1.55 (Continued from page 441) 
Cumulative from mid-1940___ May 456.3 452.3 414.1 13.8 sagged almost 1% in the two weeks ending 
FEDERAL GROSS DEBT—$b June 25 258.5 259.6 254.4 55.2 | June 24 to close at 110.7% of the 1947- 
1949 average. Farm products led the de- 
MONEY SUPPLY—$b 9 26.1 cline with a 5% drop as grains, livestock 
Ranend. Rapotie—F4 Consors omnes og — pe re and meats all sought lower levels. Increases 
sinan Dodecanese re OF i ae an. ple enh ta ae el teslina ea vege- 
BANK DEBITS tables, animai feeds and textiles. 
New York City—$b June 18 15.1 W1 13.1 4.26 = m ig 
93 Other Centers—$b June 18 18.0 14.5 17.7 7.60 pay apart the United States dropped 
a tet = ae oe to $1,331 million in April from $1,418 mil- 
PERSONAL INCOMES—$b (cd2 Apr. 258.9 258.2 249.0 102 San the month hes ance $1,370 oilins 
Selasies ond Wages il isi yee ip «e in April 1951, the Census Bureau has an- 
Seperation Saaannes rl ° ” - we nounced. The export figures include ship- 
i ree —" a = "4 4 ments under the Mutual Security Program 
ranste m . * “rE: . * 
(INCOME FROM AGRICULTURE) | Apr. 20 20 21 10 rag oo i oe ws pe 
POPULATION—m (e) (cb) May 156.6 1564 153.9 133.8 | of last year. The sharpest decrease in ex- 
Non-Institutional, Age 14 & Over— | yoy 109.4 109.3 1088 101.8 | ports occurred among vegetable food prod- 
Civilian Labor Force May 62.8 61.7 62.8 55.6 | ucts and beverages with April shipments of 
unemployed May 1.6 1.6 1.6 3.8 | these items $42 million below March re- 
Employed May 61.2 60.1 61.2 51.8 | turns. The decline in this category was 
In Agriculture —____—— | May 7.0 6.4 7.4 8.0 |largely the result of reduced exports of 
Non-Farm —______——— | May 54.2 53.7 53.8 43.8 | wheat and corn. The month of April also 
At Work May 59.0 58.0 59.4 43.2 | saw lower exports of raw cotton, tobacco, 
Weekly Hours May 42.6 41.8 43.2 42.0 | chemicals and metals. IMPORTS into this 
Man-Hours Weekly—b May 2.51 2.42 2.57 1.82 | country during April were valued at $932 
; rer ema million, down from $963 million in March. 
EMPLOYEES, Non-Farm—m (Ib) Apr. 46.2 459 46.0 37.5 | Import declines were noted for coffee, 
Pyrenean Apr. 6.6 &5 “os 48 | crude rubber and wood pulp while crude 
raaery Apr. 27 128 a? a Le imports increased. The visible balance 
Weekly Hours Apr. 40.0 404 se 40.4 | of trade was in our favor to the extent of 
Hourly Wage (conts) a 165.6 = 165.5 157.8 = 77-3! $399 million in April. This compares with a 
Weekly Wage ($) Apr. 66.24 67.19 6470 21-33 || favorable balance of $455 million in March 
June 24 110.7, «W122 —Ss«d:95.2 92.5 | and $337 million in April, 1951. 
pandnetatabessie 88) Mor. 208.8 2089 205.8 «116.2 Jae. 
ee (ed) — Manufacturers delivered 6,857 NEW 
COST OF LIVING (Ib3) Apr. 188.7 188.0 184.6 100.2 | FREIGHT CARS in May, down from 7,403 
Food Apr. 230.0 227.6 = 225.7, 113.1 | in April and 9,774 in May 1951, according 
Clothing Apr. 202.7 = 203.5 203.6 = 113.8 | to the joint report of the American Railway 
Rent Apr. 140.8 140.5 135.1 107-8 | Car Institute and the Association of Ameri- 
RE ADE $b can Railroads. NEW ORDERS were re- 
a ee m _ 12.4 123 47. | ceived for 2,502 cars in May against only 
er ~— scenes 43 41 43 1.1 | 397 cars ordered in April. With deliveries 
ee d wa 8.4 83 8.0 3.6 | continuing above new orders the BACK- 
Non-Durable Goods _ LOG of orders on hand fell to 103,910 cars 
Dep't Store Sales (mrb) rill ee mg on June 1, 1952 from 108,270 a month 
Retail Sales Credit, End Mo. (rb2)— | Apr. pad ia need earlier. Unfilled orders on June 1, 1951 
MANUFACTURERS’ amounted to 128,540 freight cars. 
el 935) rp ae =e ~e = After a two month upswing, BUSINESS 
' : ; ; , 
ear gen d “si 11.2 11.4 10.8 7.5 | FAILURES declined in May as 638 firms 
eee nee + A 22.5 22.9 21.8 8.3 | were unable to meet their obligations as 
yen lien a ani 11.2 11.4 10.6 4.1 | against 780 business casualties in April. 
Ae Lis (Goods... HApr. 11:3 11.6 sy 4.2. | LIABILITIES involved in May’s failures fell 
———— to $21.2 million from $29.5 million a month 
SUSHISS HIVENTORIES, End Mo."" | 70.4 70.0 67.4 286 | earlier, according to data of Dun & Brad- 
Total—$b (cd) el 426 423 369 164 | Street. Except for commercial services in 
Manufacturers’ a 97 98 10.1 4.1 | which casualties were the highest in a year, 
Wholesalers’ + 18.1 179 203 gs.) | all other industrial and trade groups 
Retailers’ - 23 23 27 1.1 | showed fewer failures than had occurred a 
Dept. Store Stocks (mrb) = : month earlier. In manufacturing the sharp- 
BUSINESS ACTIVITY—1—pc recat as = rl cn est declines were in food and apparel. For 


wholesalers the reduction occurred mostly 
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*—1941; November, or week ended December 6. **—Seasonally adjusted. 


Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

INDUSTRIAL PROD.—1 np (rb)** May 214 216 222 174 among dealers in lumber and building ma- 
Mining May 161 164 165 133 terials, while reduced retail failures largely 
Durable Goods Mfr_____ ]. May 275 276 276 220 reflected a reduction in casualties among 
Non-Durable Goods Mfr.__..______ ] May 182 184 198 151 food and general merchandisers. 

* * * 

CARLOADINGS—t—Total June 21 644 631 833 833 
Mac. Freight pane 321 322 394 379 May SHIPMENTS OF FABRICATED 
aaa teougaie 69 ‘9 75 156 STRUCTURAL STEEL amounted to 241,743 
Grain June 21 65 52 46 43 tons, a 5% increase over the previous 

month, according to reports compiled by 

ELEC. POWER Output (Kw.H.) m June 21 7,254 7,126 6,835 3,267 the American Institute of Steel Construction. 

Total shipments for the first five months of 

SOFT COAL, Prod. (st) m June 21 7.9 7.3 11.0 108 I the year were 1,232,610 tons which com- 
Cumulative from Jan, 1_______] June 21 233.3 225.4 = 255.2 446 | pares with 1,113,306 tons shipped during 
Stocks, End Mo Apr. 78.1 778 72.1 $1.8 the corresponding period of yast year. 

PETROLEUM—(bbIs.) m NEW ORDERS received during May were 
Crude Output, Daily June 21 6.2 6.2 6.2 4.1 for 210,118 tons bringing the month’s total 
asian tiie June 21 122 123 137 86 of orders booked to 1,089,685 tons, a 
Fuel OU Stocks June 21 43 41 42 94 sharp drop from the 1,520,828 tons of new 
Heating Oil Stocks June 21 61 58 67 55 orders received from January-May 1951. 

abies: With May new orders below shipments the 

LUMBER, Prod.—(bd. ft.) m June 21 646 644 639 632 BACKLOG of orders on the books fell to 
Stocks, End Mo. (bd. ft.) b______—| Apr. 8.1 8.2 6.3 12.6 | 2,263,443 tons on May 31 from 2,350,974 

ann, ene Cie. ‘008 te May 83 8.0 9.1 7.0 — a month earlier. A year ago the back- 
= esol alae pr 35 35.2 36 ae ©g amounted to 2,771,264 tons. 

* * * 

ENGINEERING CONSTRUCTION May saw 107,000 NEW HOUSING 
AWARDS—$m (en) nee 7” i — sas STARTS, the second highest May total on 
Cumulative from Jan. 1_________| June 21 oo aS i 6 record having been exceeded only in 1950, 

MISCELLANEOUS the Bureau of Labor Statistics has reported. 
ebabinuade Wii Gules tate — 191 193 174 165 For the first five months of 1952, housing 
Chanestein, Demmastbi tele’ pan 32 30 30 17 starts totalled 455,600, only 1,900 units 

ais Miienitein pea 492 478 444 543 fewer than for the corresponding period of 
Do., Manufactured Tobacco (Ibs.)m_ | Apr. 18 17 17 28 1951. 
b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., se lly adjusted monthly totals at annual rate, before taxes. 


cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long tons. m—Millions. mpt—At mills, 
publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. 
pe—Per capita basis. rb—Federal Reserve Board. rb2—Federal Reserve Board, instalment sale credit and charge accounts. st—Short tons. t—Thousands. 
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1952 1952 
> - TASS totam 1952-1952 (Nov. 14, 1936, Cl.—100) High Low June 20 June 27 
Issues (1925 Cl.—100) High Low June 20 June 27 100 HIGH PRICED STOCKS.......... 126.9 119.2 125.6 126.9A 
330 COMBINED AVERAGE 199.5 190.9 197.3 198.6 100 LOW PRICED STOCKS...... 241.5 226.9 231.1 231.3 
4 Agricultural Implements.......__ 295.8 270.6 270.6 270.6 5 Investment Trusts................... . 105.8 97.9 103.9 105.8 
10 ys te (‘27 Cl_-100) Seabee 322.6 278.2 319.7 322.6A 3 Liquor (‘27 Cl.—100).............. 1146.9 910.4 966.6 944.2 
7 Air Lines (34 Cl.—100)............. 777.8 616.9 656.4 656.4 11 Machinery ........... ...... 197.9 206.2 210.4 
8 Amusements oo... oe 102.7 80.0 80.0 81.9 3 Mail Order ................ 116.4 120.2 126.7 
10 Automobile Accessories ........... 244.0 232.0 241.6 241.6 3 Meat Packing 0.0.0.0... 88.4 89.3 91.3 
11 Automobiles 2... cco. 42.2 40.2 41.4 41.4 13 Metals, Miscellaneous 249.4 261.0 261.0 
3 Baking (‘26 Cl.—100).............. 22.0 20.8 24:9 21.6 A NE indus e cacisceccicadcressesstcucnsss 395.3 411.5 411.5 
3 Business Machines ............ . 398.3 370.4 378.4 382.4 Be OUND ooo oss. classiccancaastdeencaas 440.2 472.1 476.4 
2 Bus Lines (‘26 Cl.—100) .......... 167.2 141.6 164.2 167.2A 30 Public Utilities ........ : 162.5 170.8 170.8 
A ol | 418.0 356.4 380.7 380.7 9 Radio & TV ('27 Cl.—100)....... 34.5 31.1 33.6 33.9 
3 Coal Mining ................. eee 16.0 13.9 13.9 15.2 8 Railroad Equipment ................. 64.3 59.2 61.7 61.7 
4 Communications .....0...00.0........ 68.3 61.7 64.3 65.0 24 Railroads 48.6 41.3 48.2 48.6 
DP CORMEMENON: «..<.-<00:05..05-000s0s000ee 72.3 67.5 70.3 70.3 3 Realty 48.1 38.2 48.1 47.0 
FP CONPNNONE oc ccccccsssecssnescescavests 490.6 442.8 452.3 461.8 3 Shipbuilding ............... Mey a 195.5 181.0 193.6 195.5A 
9 Copper & Brass... . 169.5 138.8 146.9 148.5 De Se NE ooo coed sida n-noceasotvaticg 330.5 301.2 313.8 310.7 
a, 88.1 83.2 87.3 88.1A A Sa Oe ID oo oooiee sss ecccnsscciens cass 154.8 135.3 141.3 144.3 
5 Department Stores ................ 66.0 60.1 63.3 65.3 i NNR gos occa rsa boas neceaevess 73.1 63.9 65.3 64.6 
6 Drugs & Toilet Articles............. 233.1 2127 215.0 217.2 MII ooo o52a cas cnsascacvenpsosted 616.3 530.4 579.6 574.1 
2 Finance Companies ............... 369.0 308.1 365.9 369.0A SN WRN codes csc vasa cas ssaascuuse 197.4 164.1 177.8 175.9 
7 OM MRO NS io. wiiscsiscessecsscaccesenss 178.7 Lae | 178.6 178.6 3 Tires & Rubber ......................... yb 66.9 72.5 75.3 
RN RE IO 555d - cones svaseacsesisss ve 105.6 97.4 102.5 104.5 WEIN 28k wicccccaswasaccasenacsenaen 85.9 78.6 79.4 81.0 
3 Furnishinas Rae 63.1 59.3 61.2 61.2 2 Variety Stores Me 319.6 297.9 307.2 304.1 
A Gt PANG iss sce ccsscacsyossescsnesss 736.4 648.3 673.5 660.9 18 Unclassified (‘49 Cl.—100).......... 119.7 115.1 116.2 116.2 














A—New High for 1952. 
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Trend of Commodities 





Commodity futures milled about during the two weeks ended 
June 30, with most of them behind minus signs as the period 
ended. The Dow-Jones Futures Index lost %4 point between 
June 16 and the end of the month. Wheat, oats, corn, lard 
and cotton all were lower during the period while improve- 
ment was noted for rubber, lead and coffee. Cocoa, soybeans 
| and wool tops were mixed with the later months showing some 
| strength. September wheat lost 4 cents during the past fort- 
night as the Department of Agriculture estimated supplies for 
the 1952-1953 marketing year will exceed the record 1.6 bil- 
lion bushels of ten years ago. The Department will make loans 
on the commodity at a national average of $2.20 on the farm 
which is equivalent to about $2.52 in Chicago futures. With 
the farmer paying storage charges the effective loan rate will 
be about $2.40, Chicago basis. It is expected that a record 
proportion of the crop will go into the loan and this should 





strengthen prices after July‘s heavy marketings are out of the 
way. October cotton lost 56 points during the past two weeks 
to close at 36.97 cents on June 30. Buyers were disheartened 
by the killing of the Abernethy bill to raise cotton support 
levels and by dwindling activity in the cotton cloth market. 
Last month’s activity in textiles may turn out to have been little 
more than the normal seasonal rise. The condition of the crop 
is reported to be unusually good in most of the Cotton Belt 
as weevil damage has been held in check by the hot, dry 
weather and by poisoning, so there is a good chance of a 
crop in excess of the Agriculture Department's 16 million bale 
goal. Rubber futures advanced sharply in the past two weeks 
with the September option up 2% cents. The upsurge appeared 
to be a technical rebound from the 10 cent drop that occurred 
two months ago. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 


Dote 2 Wks. 3Mos. 1 Yr. Dec. 6 
June30 Ago Ago Ago 1941 

















28 Basic Commodities 292.8 294.1 300.4 343.4 156.9 
11 Imported Commodities 284.2 287.3 301.7 364.3 157.3 
17 Domestic Commodities 298.4 298.5 299.5 330.5 156.6 
COMMODITY FUTURES INDEX 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1952 1951 1950 1945 1941 1939 1938 1937 
I s csccicee 181.2 2145 2047 958 743 78.3 658 93.8 
BI cacssasic .. 173.1 174.8 134.2 83.6 587 61.6 57.5 64.7 











Date 2 Wks. 3Mos. 1 Yr. Dec. c 
June30 Ago Ago Ago 194) 
7 Domestic Agriculture 350.2 349.2 334.9 363.9 163.9 
12 Foodstuffs 357.3 355.7 350.6 367.9 169.2 
16 Raw Materials 267.7 269.6 286.5 332.6 148.2 
RAW MATERIALS SPOT INDEX 
MAR, APR. MAY JUNE 
200 Se 2 | a ————— 
0 MAGAZINE OF 
19 WALL STREET INDEX 






































Average 1924-26 equals 100 
1952 1951 1950 1945 1941 1939 1938 1937 


High és 192.5 215.4 202.8 111.7 88.9 67.9 577 86.6 
Low 168.0 176.4 140.8 986 58.2 48.9 47.3 546 
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Science is yet to bring forth a mechanical man, 
but the chemical scientist has already made great 
strides in creating many things to ease and prolong 
the life of those born of flesh and blood. Science, 
however, particularly in the field of chemistry has 
been progressing so rapidly that what would have 
been looked upon as a miracle yesterday, is consid- 
ered to be merely in the scheme of things today. A 
modern miracle, nevertheless, is the development of 
dextran, a blood plasma expander, which COMMER- 
CIAL SOLVENTS CORP., is now producing at the 
rate of 1 million pints annually at its new plant. This 
is the first commercial plant in the United States 
designed and built for the production of this substi- 
tute for whole blood or blood plasma. The company’s 
entire production is going to the military. Designated 
as Expandex, dextran is valuable in the treatment of 
shock due to injury, hemorrhage, burns or surgery, 
and like blood plasma, it is capable of restoring the 
blood pressure and increasing the volume of circu- 
lating blood, both of which are necessary for prompt 
recovery from the state of shock. Expandex is the 
fruit of 314 years of research by bacteriologists, 
chemists, pharmacologists and engineers in the re- 
search laboratories of Commercial Solvents. 


Better things for better living has long been a 
slogan and a promise of E. I. duaPONT deNEMOURS 
& CO. One of the newest of the company’s many 
products which have contributed so materially to our 
way of life and our economy is a mildew resisting 
enamel employing “Cunilate’’, a non-toxic fungicide, 
for use in food processing plants and other locations 
where mildew or mold growth is a serious problem, 
as well as an expensive one to overcome. “Cunilate”’, 
manufactured by the Scientific Oil Compounding Co., 
has been successfullv incorporated by duPont techni- 
cians in the enamel. Panels painted with this product 
and exposed for more than a vear and a half are still 
mildew-free, it is said, in rooms where ordinary 
paint is covered with a profuse mold growth within 
two months. The cost of this basically new funeicidal 
finish is understood to be negligible compared to the 
expense of maintaining sanitary conditions where 
fungus contamination creates a menace to products 
as well as human health. 


How far awav is the use of jet planes by American 
airlines? UNITED AIRLINES, INC.. appears to be- 
lieve that jet-powered airliners will be in use by 
1958. In the meantime, United, looking forward to 
the next few vears is augmenting its fleet of planes 
driven by reciprocating engines with 25 four-engine 
DC-7s and 10 more twin-engine Convairs to be built 
bv DOUGLAS ATRCRAFT and CONSOLIDATED- 
VULTEF respectively. The DC-7s, powered by four 
Curtiss-Wright compound engines, of 3.500 hn., will 
have a maximum take-off weight of better than 61 
tons, have an estimated cruising speed of 365 miles 
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and hour and non-stop range of almost 3,000 miles. 
They will have 62 seats each, plus a lounge, and, in 
addition, will carry approximately 5 tons of cargo. 
Delivery of the DC-7s is expected to begin early in 
1954. Altogether, the cost of these new planes, in- 
cluding spare engines, involves an expenditure of 
about $56 million. Financing will be from opera- 
tions, from funds recently acquired through sale of 
preferred stock and debentures and a standby credit 
arrangement with a bank group in the amount of 
$45 million. 


DEERE & CO., one of the old-line manufacturers 
of farm equipment plans to become active in the 
field of chemicals. Stockholders will be asked to ap- 
prove a proposal calling for the construction of a 
$20 million plant near Chouteau, Okla., to produce 
ammonia, urea and urea ammonia. The project has 
been approved by the directors and barring undue 
delays the company hopes to begin operating the 
proposed plant by early 1954. 


Ground has been broken at Fort Worth, Tex., for 
CHICAGO PNEUMATIC TOOL CO's. $415 million 
plant which will be equipped with the most modern 
facilities for machining, heat-treating, grinding, and 
hard-facing oil well drilling bits. It is hoped that the 
plant will be ready for operations not later than 
March of next year. 


Aluminum ingots weighing 7,000 pounds, and hav- 
ing a length of more than seven feet and a diameter 
of almost three feet, have been develoned at the 
Spokane, Wash.. plant of KAISER ALUMINUM & 
CHEMICAL CO. These huge ingots were designed for 
use in the gigantic forging and extrusion presses 
now being constructed for the aluminum industrv in 
connection with the production of airplanes for the 
Air Force. The largest forging presses in use in this 
country today are capable of developing about 18- 
tons pressure whereas the largest of the new units 
will have 50,000-tons pressure. Some of the advan- 
tages to be derived from these presses and the larger 
aluminum ingots is economy of operation, reduction 
in time, and larger and stronger airplane parts. 


The new Stockton, Calif. plant of the AMERICAN 
CAN CO.. is scheduled to begin operations during the 
current month. The plant. situated on a 39 acre tract 
at the southern limits of Stockton will serve the vege- 
table-producing San Joaquin Valley. Its ultimate 
-apacity will be 350 million containers a year. 


A new Diesel repair and servicing shop, to cost 
about $1 million, is now under construction for the 
CHICAGO, ROCK ISLAND & PACIFIC RR. CO. The 
plant, located on Chicago’s south side, will have six 
service tracks to accommodate 12 Diesel units at a 
time. 
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Investment Audit of 
Socony-Vacuum 





(Continued from page 434) 


of this year, with approximately 
$41 million shown against $37 
million the same period last year. 
The president stated that the in- 
crease was due to the greater vol- 
ume in most of the company’s 
operations. 

Domestic crude averaged about 
9,000 barrels a day more than in 
the same 1951 period and reached 
the figure of 213,000 barrels daily. 
Foreign production rose during 
the quarter from 151,000 barrels 
to about 187,000 barrels daily. 
From present indications, with 
the demand for petroleum prod- 
ucts still increasing, though at a 
somewhat slower pace than in the 
past year, it would seem that So- 
cony will equal last year’s record 
earnings. 

Improvements to property, 
either through plant or equip- 
ment or foreign investment, con- 
tinues at a lively pace. Last 
year, the company expended for 
these purposes the sum of $188 
million. Earlier this year, it was 
stated that a $250 million expan- 
sion program was planned but 
that it was doubtful this program 
could be effected in entirely due to 
shortages of some critical mate- 
rials. In any event, the company 
fully maintains its policy of im- 
provement and development in its 
various divisions. 

For the past five years, Socony 
has expended for capital improve- 
ments, including new investments, 
the enormous sum of $933 million, 
equivalent to almost $30 a share 
on the 31.8 million shares out- 
standing. During this period, it 
earned, $19.51 a share, so that by 
drawing on reserves and borrow- 
ing $75 million in 1.85% notes 
(held by a group of banks) it was 
able to accomplish its tremendous 
building program, including the 
acquisition of new, important 
properties, without extensive bor- 
rowing. 

At the same time, financial posi- 
tion remains strong. Net working 
capital has risen from $265 mil- 
lion in 1947 to $348 million as of 
the end of 1951. Cash and market- 
able securities were $196 million 
against $113 million five years 
ago. Altogether, this represents an 
extremely firm financial position. 

Through conservative dividend 


446 


policies, the company has consis- 
tently retained in the business 
large sums out of earnings, 
amounting to about $418 million 
since 1947. During this period, 
dividend payments amounted to 
$195 million, the equivalent of 
$6.25 a share. In recent years, 
dividends to shareholders have in- 
creased from $1 a share to the 
current rate of $2 a share, based 
on the 50-cent quarterly dividend. 
This dividend rate has been 
earned by a margin varying from 
50% in 1947—had the present 
dividend been paid then—to 60% 
in 1951. Obviously, this wide mar- 
gin lends ample support to the 
going dividend rate. 

Since 1947, the stock had ad- 
vanced from a low of 13%, to the 
current price of about 38. Though 
this represents a substantial ad- 
vance, it must be taken into con- 
sideration that the stock in ad- 
vancing so sharply has been keep- 
ing pace with the steady rise in 
the company’s earnings and finan- 
cial and physical strength. Owing 
to the historically high price of 
the stock, however, it is probable 
that for the immediate period 
price appreciation possibilities are 
comparatively limited. Based on 
investment considerations, the 
stock is suitable mainlv for con- 
servative portfolios, esvecially 
since it returns the attractive 
yield of slightlv over 5% at pres- 
ent, with possibilities that the re- 
turn mav he increased should the 
directors decide to pav an extra 
out of the present and prospective 
abundant earnings. 





Will Railroad Prosperity 
Continue? 





(Continued from page 429) 


most encouraging factors contrib- 
uting to confidence in prospects 
for railroads is the cost-of-living 
wage agreement extending to Oc- 
tober next year which promises to 
relieve management from threats 
of sharply higher labor costs. 
Rates are governed by changes 
in the cost-of-living index, and on 
the basis of recent experience, 
one would seem justified in expect- 
ing little if any rise over the near 
term. Behavior of principal com- 
modities suggests, in fact, that the 
index may drift lower unless set- 
tlement of the steel strike sets 
another inflationary spiral in mo- 
tion. Accordingly, with gross rev- 


enues showing indications of 
expanding and with operating 
efficiency improving, the railroad 
industry may view the future op- 
timistically so long as the threat 
of additional labor demands re- 
mains absent. 

There is little need in a discus- 
sion of this subject to comment at 
length on the benefits of Dieseliz- 
ation. The fact that a great many 
smaller roads have dispensed with 
steam locomotives is significant. 
Economies achieved with Diesel 
engines often have meant the dif- 
ference between profitable opera- 
tions and deficits. Even roads such 
as Chesapeake & Ohio and Penn- 
sylvania which derive substantial 
freight revenues from the coal 
industry have turned largely to 
Diesel-powered engines. Within a 
comparatively short time, the C. 
& O. expects to be completely 
Dieselized. 

Evidence of a steady decline in 
truck competition is another de- 
velopment that has helped to re- 
store confidence in railroading. 
Steadily rising labor costs in 
trucking have imposed a severe 
handicap on this major competi- 
tor of the “iron horse.” Trucking 
firms have been compelled to take 
a more realistic view of wage 
costs. Moreover, closer regulation 
and supervision of the industry 
have tended to place trucking in 
stronger hands. As a result, the 
railroads have lost less traffic to 
truck competitors in recent years 
than in an earlier decade. Water 
competition is a factor in the 
movement of bulk freight, but fa- 
cilities are limited. 

So far as can now be visualized, 
statistical factors affecting the in- 
dustry promise a favorable en- 
vironment. In fact, earnings fig- 
ures are likely to show up better 
than actually experienced. Under 
I.C.C. rules, the roads are to re- 
port earnings as though there had 
been no acceleration of deprecia- 
tion charges on new equipment 
acquired in the defense program. 
In actual reports to the Treasury 
for tax purposes, however, “fast 
acceleration” may be used to in- 
crease depreciation charges and 
reduce tax liabilities. 

Assuming no repetition this 
year of extraordinary losses from 
floods such as experienced in the 
West last summer, railroads may 
be expected to register distinct 
improvement in earnings state- 
ments in coming months. A cheer- 
ful news environment is in pros- 


(Please turn to page 450) 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 
5 


Special rates upon request for those requiring additional service. 





Carrier Corporation 

“IT have been told that Carrier Cor- 
poration is one of the leading corpora- 
tion’s in the air conditioning field, which 
has good growth prospects. Please re- 
port recent earnings of Carrier, sales 
volume, and order backlog.” 

S. Z. Scranton, Pa. 

Net profit of Carrier Corpora- 
tion, pioneer air conditioning firm, 
for the twelve months ended April 
30, 1952, was $3,900,079, or $4.26 
per common share, as compared 
with $4,470,360, or $4.90 per com- 
mon share for the preceding simi- 
lar period. The 1951 figures have 
been adjusted to reflect retroac- 
tive increases in income tax rates. 
Earnings per share in both per- 
iods are based on the number of 
shares presently outstanding. Be- 
fore income and excess profits 
taxes, earnings were $10,932,750 
during the twelve months ended 
April 30, 1952. The comparable 
figure for the corresponding per- 
iod a year earlier was $10,576,360. 
Taxes on income amounted to 
$8.12 per common share in the 
12 months ended April 30, 1952, 
versus $7.05 in the prior twelve 
months. 

During the period under review, 
completed sales totaled $85,044,- 
351 and new orders were booked 
in the amount of $74,973,152. The 
comparable figures for the twelve 
months ended April 30, 1951, were 
$76,586,570 and $87,888,077 re- 
spectively. On April 30th last, the 
corporation had a backlog of un- 
filled orders of the normal type, 
amounting to $34,779,128 as com- 
pared to $44,434,022 a year 
JULY 
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earlier. 

The above bookings and back- 
log figures are exclusive of the 
unshipped portion of government 
contracts for equipment unrela- 
ted to Carrier’s normal produc- 
tion, which totaled more than $50 
million on April 30, 1952. 

In the —— months ended 
April 30, 1952, new high records 
were established with respect to 
completed sales and earnings be- 
fore income anad excess profits 
taxes. But net earnings declined 
due to substantially higher tax 
rates. Since the beginning of the 
company’s current fiscal year on 
November 1, 1951, new orders 
have been booked at a rate some- 
what lower than a year earlier, 
but in excess of the volume 
budgeted. 

Dividends in 1951 totaled $1.00 
per share and 35 cents quarterly 
has been paid thus far in the cur- 
rent year. 


M & M Wood Working Company 


“Please specify the principal products 
manufactured by M & M Wood Working 
Company, recent sales volume and prof- 
its and also dividend payments.” 

S., Spokane, Wash. 

A net profit of $2,638,186 for the 
fiscal year ended February 29, 
1952 was reported by M & M Wood 
Working Company, manufactur- 
ers of plywoods and doors. Earn- 
ings were taken from company 
records but are subject to adjust- 
ment after audit by public ac- 
countants. 

The profit figure would have 
been higher except for the several] 


months recession experienced by 
the plywood and door industries 
last fall which resulted in a short- 
ening of the work week and sub- 
stantial price reductions. It was 
indicated that industry prices 
have regained about three-fourths 
of the price reduction that marked 
that recession and that production 
volume for the current fiscal year 
is expected to be equivalent or in 
excess of 1951’s. 

For the fiscal year just closed, 
sales figures were the highest in 
the company’s history, reaching 
$32,899,850. The previous sales 
record set in 1948 was over 3 mil- 
lion dollars below this fiscal year’s 
total. 

The pre-audit figures for the 
current twelve months indicate 
profits per share was $1.83 for the 
1,438,821 shares of common stock 
outstanding, compared with $1.61 
for the prior short seven months 
fiscal year and $1.78 for the twelve 
months ending July 31, 1950. Net 
profit for the prior fiscal year, of 
seven months, was $2,252,253, net 
sales this year compared to $23,- 
552,312 in the previous seven 
months and $27,928,554 for the 
twelve months preceding. 

Dividends in 1951 totaled $1.00 
per share and 25 cents quarterly 
continues as the current rate. 


Schaeffer Pen Company 


“T understand net income of Schaeffer 
Pen Company declined last year. Do you 
have the reason for this?” 

T. S. Farmington, Michigan 

Sales of W. A. Schaeffer Pen 
Company for the fiscal year ended 
February 29, 1952, reached a new 
all-time high of $24,122,774, com- 

pared with $21,907,876 in the pre- 
ia year. 

Despite a sales increase of 10% 
over the preceding year and a rise 
of 14% in profits before taxes, 
profit after taxes was down 18%, 
to $2,336,096 or $2.88 per share 
from $2,861,288 or $3.53 per 
share the year before. Taxes were 
51% greater than in the preced- 
ing fiscal year. 

Dividends dropped per share to 

(Please turn to page 456) 
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Pouring steel into America’s production from 
the largest open hearth furnaces in the world 


The great bulk of America’s steel production—almost nine 
tons out of every ten—comes from open hearth furnaces. 
In the volcanic heat of these giant cauldrons, pig iron, scrap 
steel and other materials are refined into new steel... 
precision-made for its many thousands of uses in products 
ranging from tin cans to army tanks. 


The world’s largest open hearth furnaces are in the plants 
of National Steel. National’s smallest furnace is half again 
as large as the average furnace in the steel industry. 
Thirteen of its total of thirty furnaces now have the capac- 
ity to produce 550 tons of steel in a single heat... about 
twice the capacity of the largest furnaces of other com- 


NATIONAL STEEL 


GRANT BUILDING 














SERVING AMERICA BY SERVING AMERICAN 





panies. Two of the other furnaces also will be increased to 
the 550-ton size. 


National’s enlargement of open hearth facilities is an 
important part of its general program to expand steel 
capacity to a total of 6,000,000 tons by the middle of 1953 
... the fastest growth of any major steel company since 
the war. This expansion of capacity contributes importantly 
to America’s assurance that it will have plenty of steel, 
both for defense and for steadily increasing civilian use in 
the present and future. 


This is National Steel—a leading steel maker—completely 
integrated, entirely independent, constantly progressing. 


CORPORATION 


PITTSBURGH, PA. 





INDUSTRY 















NATIONAL 
STEEL 


SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURE 


HANNA IRON ORE COMPANY 


Cleveland, Ohio. Produces ore 
from extensive holdings in the 


Great Lakes region. 


GREAT LAKES STEEL CORP. 
Detroit, Mich. A major supplier 
of standard and special carbon 
steel for a wide application in 
industry. 


THE HANNA FURNACE CORP. 


Blast furnace division located 
in Buffalo, New York. 


WEIRTON STEEL COMPANY 
Weirton, W. Va. World’s larg- 
est independent manufacturer 
of tin plate. Producer of many 
other important steel products. 


NATIONAL MINES CORP. 
Supplier of high grade metal- 
lurgical coal for National Steel’s 
tremendous needs. 


| 


STRAN-STEEL DIVISION 
Ecorse, Mich. and Terre Haute, 
Ind. Exclusive manufacturer of 
world-famed Quonset building 
aad Stran-Steel nailable framing. 


OP iit 


NATIONAL STEEL PRODUCTS CO. 
Houston, Texas. Warehouse and 
distribution facilities for steel 
products in the Southwest. 
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Will Railroad 
Prosperity Continue? 





(Continued from page 446) 


pect for carrier shares. 


Let us turn now to brief studies 
of individual roads. An examina- 
tion of statistics of representative 
carriers will help illustrate the 
generalizations previously pre- 
sented to support the thesis that 
the nation’s rail transportation 
industry has strengthened its in- 
vestment status. In this connec- 
tion, attention is called to a fea- 
ture in our June 14 issue describ- 
ing attractive railroad stocks— 
Atchison, Topeka & Santa Fe, 
Great Northern Railway, Louis- 
ville & Nashivlle, Southern Rail- 
way and Union Pacific. Accord- 
ingly, comments on these com- 
panies will be omitted here. 


Two of the carriers just men- 
tioned are classified as “grangers” 
—that is, roads interested chiefly 
in serving agricultural areas. Al- 
though industrial expansion in 
the West has reduced dependency 
on agriculture, movement of crops 
to market still is an important 
source of gross revenues. As an 
illustration, the outlook for Chi- 
cago, Rock Island & Pacific may 
be reviewed. Typical granger 
roads, such as Atchison, Rock 
Island and Union Pacific earn 
about 40 per cent of annual in- 
come in June and the three 
months of the third quarter. Last 
year Rock Island earned only 18 
per cent in these four important 
harvest months. Wheat shipments 
contributed 8.5 per cent of Rock 
Island’s 1951 freight revenues de- 
spite the light crop in 1951 and 
handicaps imposed by the Kansas 
City flood. 

With the benefit of higher 
freight rates this year and an out- 
standing recovery in the 1952 
crop, Rock Island should be able 
to boost net income to about $12 
to $13 a share this year, compared 
with $7.73 last year. Interim earn- 
ings statements in the next four 
months seem likely to make espe- 
cially favorable comparisons with 
last year. 

Rapid progress in Dieselization 
is contributing to progress in 
Chesapeake & Ohio’s operating 
results despite a disappointing 
letdown in coal shipments. Net in- 
come may rise to more than $5 
a, share this year from $4.80 for 
1951 even though production of 


450 


bituminous coal now seems likely 
to decline 6 to 8 per cent as a re- 
sult of the steel strike and a 
slower pace in armament produc- 
tion than had been anticipated. A 
strike of unionized coal miners 
might reduce coal movement to a 
greater extent. Lowering of the 
significant transportation ratio 
early in the year to 32.7 per cent 
from 34.6 per cent in the corre- 
sponding months of 1951 reflected 
operating economies made possi- 
ble by wider utilization of Diesel 
power. No excess profits tax lia- 
bility is anticipated, and substan- 
tial savings are expected from 
accelerated amortization. 

Another beneficiary of operat- 
ing efficiency stemming from 
Dieselization is Denver & Rio 
Grande Western, which is ex- 
pected to enlarge earnings this 
year to about $22 a share from 
$19.25 a share in 1951. Assuming 
conversion of the preferred stock, 
net income this year may approxi- 
mate $14 a share, compared with 
$12.31 in 1951. Prospects are re- 
garded as promising for an in- 
crease in the current $1 quarter- 
ly rate. An increase to $5 annu- 
ally logically might encourage 
conversion of the preferred. 

Kansas City Southern, together 
with its subsidiary, Louisiana & 
Arkansas, has experienced an en- 
couraging start this year and 
gives promise of enlarging net in- 
come to $16 a share on the con- 
solidated basis, compared with 
$13.66 for 1951. For K.C.S. alone, 
earnings this year may range 
above $9 a share, against $8.59 
last year. Such a showing would 
provide ample coverage for the 
$5 dividend. 

Western Pacific, affording a 
connection between Great North- 
ern and Santa Fe, is feeling the 
benefit of growing industrializa- 
tion in the Northwest. Slackening 
of Korea-bound traffic has ac- 
counted for a moderate setback in 
earnings, but growth in domestic 
freight movement has helped coun- 
teract dependence on war ship- 
ments. Earnings this year are ex- 
pected to compare favorably with 
last year’s $7.95 a share. The $3 
annual dividend is amply pro- 
tected. 

_Steady progress in operating 
efficiency with wider utilization 
of Diesels has found reflection in 
Lehigh Valley Railroad’s results. 
‘Heavier movement of freight to 
New York for export provided an 
opportunity for capitalizing on 
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improved equipment. Net profit 
this year is being estimated at 
more than $5 a share, compared 
with $3.91 last year. 

Nashville Chattanooga & St. 
Louis is an interesting situation 
in the light of reports that Louis- 
ville & Nashville may be desirous 
of adding to its holdings of about 
75 per cent of N. C. & St. L.’s 
shares. Earnings this year are ex- 
pected to range slightly above last 
year’s $14.67 a share with the 
benefit of accelerated amoritza- 
tion credits. Prospects are favor- 
able for dividend payments this 
year exceeding 1951 distributions 
of $3.50 a share. 

Eastern carriers, despite rate 
relief designed to compensate for 
high terminal costs, still seem 
likely to be handicapped. Modest 
improvement is foreseen for roads 
like Baltimore & Ohio, Erie, 
Pensylvannia and New York 
Central. Erie may boost earnings 
this year slightly above its best 
previous postwar year of $5 a 
share for 1948. Earnings of Balti- 
more & Ohio are being estimated 
as high as $8 a share, while Penn- 
sylvania may show earnings of $3 
to $3.25 a share. 





Can Soft Drink Industry 
Emerge from Depression 
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of $215 million. This brings us 
right back to operating costs 
which have materially reduced 
profits and the inroads upon earn- 
ings by increased taxes. Making 
something for, say, five cents and 
selling it for that price is simply 
swapping nickels. Pepsi - Cola’s 
first quarter results substantiate 
this. Its sales in the first qarter 
were $10.2 million which was 
about $1 million greater than in 
the first quarter of last year. Net 
earnings in the 1952 period were 
equal to three cents a share. 


First quarter sales of Coca- 
Cola were up almost $3 million 
from $44 million in the 1951 
period, and yet net of 96 cents was 
no improvement over the 96 cents 
earned in the 1950 quarter. The 
same thing applies to Dr. Pepper. 
Sales of that company in the first 
quarter of this year were up by 
$300,000 from last year’s first 
quarter. Net in both periods 
amounted to 18 cents a share. 
Canada Dry, in the first half of 


(Please turn to page 452) 
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its current fiscal year, did $31 
million in net sales, or a little 
more than $2 million better than 
it did in the same period last year, 
but the gain in net sales failed to 
find reflection in per share earn- 
ings of 33 cents, whereas in the 
previous half year net was equal 
to 48 cents a share. Hires’ sales 
for the 1951 first quarter were up 
by $13,000, and the deficit in- 
creased to 63 cents a share. In 
the same quarter of 1951, the de- 
ficit amounted to 19 cents a share. 
The exception, if it can be called 
such, was Nehi. First quarter 
sales of $2.3 million improved by 
$218,000 over the 1951 period and 
net earnings advanced from 12 
cents a share in 1951’s first 
quarter to 13 cents a share this 
vear. 


Higher Price Needed 


Thus is established a trend that 
provides no base for enthusiasm 
over soft drink issues. The indus- 
try must boldly face the fact that 
it has got to get more money for 
what it produces. Canada Dry 
raised the price of its products 
back in 1950, but since then costs 
have risen and taxes are higher. 
Back in July, 1951, the OPS 
granted permission to the indus- 
try to increase prices which were 
frozen immediately following the 
creation of that regulatory body. 
Under that grant bottlers were 
permitted to raise wholesale 
prices on six to 12 ounce sizes by a 
maximum of 16 cents, provided 
that such increase did not result 
in a price to exceed 96 cents for 
a case of 24 bottles. A few soft 
drink producers advanced prices 
following this ruling, but the in- 
dustry as a whole refused to fol- 
low suit, the compelling force of 
retardation being fear of losing 
markets to competitors. The larg- 
er companies in the industry ap- 
parently believe that by increas- 
ing sales they can build up volume 
production returning a satisfac- 
tory rate of earnings even on a 
narrow profit margin. 

Carrying out such plans means 
that heavy appropriations will 
continue to be made to cover sales 
promotion work. And this be- 
comes more difficult at this time 
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when normal income and excess 
profit taxes are taking such a 
large part of net operating in- 
come. Taxes directly applicable to 
1951 earnings of Canada Dry 
took 61.4% of net income. Coca- 
Cola paid out 55.6% of net income 
in taxes. The percentages of other 
companies in this group were: 
Hires, 47.5% ; Dr. Pepper, 44.2% ; 
Nehi, 43.9%, and Pepsi - Cola, 
37.2%. And there is no relief in 
sight, meaning that higher nor- 
mal and excess profit taxes for 
1952 will exact similar payments, 
with variations of course, from 
this year’s earnings. 

Operating results for the soft 
drink industry in the first quarter 
of the calendar year are not in- 
dicative of full year results. The 
most profitable periods are the 
second and third quarters when 
hot weather sends soft drink con- 
sumption to peak levels. As in 
every other line of consumer 
goods sales volume reflects the 
mood of the consumer, but a sea- 
son of normal warm weather is 
almost certain to put the soft 
drink consumer in a buying mood. 
It is reasonable, therefore, to an- 
ticipate a duplication in 1952 by 
the soft drink industry of the 
1951 sales volume, but there does 
not appear to be any solid basis 
on which to develop optimism for 
any material improvement in net 
earnings for most of these com- 
panies. The exception could be 
Pepsi-Cola which seems to be in a 
good way to regain some of its 
market and is the one company 
most likely to show a better rate 
of earnings on its common stock. 


Dividends on Individual Stock 


Canada Dry has already re- 
duced its dividend to 1214 cents a 
share quarterly but should be able 
to maintain this rate for the bal- 
ance of the year. 

The current quarterly rate of 
$1.00 on Coca-Cola was earned 
by a substantial margin in 1951, 
and should again be amply cov- 
ered by this year’s earnings. 

Charles E.. Hires appears to be 
in a good position financially to 
continue the present 20 cents a 
share quarterly dividend, al- 
though it is quite possible that 
management may decide to adopt 
a more intensive sales promotion 
effort and if this is done a reduc- 
tion in the dividend rate is sure 
to follow. 

Both Dr. Pepper, paying 15 
cents a share, and Nehi, paying 





17144 cents a share quarterly 
should have no difficulty in main- 
taining these rates for the bal- 
ance of this year. 

Pepsi-Cola seems to be ap- 
proaching the point where it 
could pay out a few cents a share 
in dividends but such a develop- 
ment is hardly likely considering 
the ambitious program of expan- 
sion which the company is en- 
deavoring to carry out. 

Marketwise, the soft drink 
issues lack attractiveness for the 
near-term. Good earnings reports 
for the second and third quarters 
might produce a price flurry in 
the better issues. Meanwhile, at 
current market prices Canada 
Dry is selling to yield 5.4%. The 
yield on Coca-Cola figures out to 
3.4% on a $4 dividend basis, al- 
though last year the company 
paid an extra of $1, which if dup- 
licated this year would bring the 
current yield up to 4.3%. The 
yields on the other dividend 
payers in the group are as fol- 
lows: Dr. Pepper, 5%; Nehi, 
6.2%, and on Charles E. Hires, 
the current yield is 19%. 





For Profit and Income 
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cash was not much less than half 
of total stated assets at the end of 
1951—dividends probably will at 
least equal, and might exceed, last 
year’s $3 (adjusted for the 2-for- 
1 split in April). The current 
yield is a little over 8.6°. The 
company is using some of its sur- 
plus money to “buy into” oil ex- 
ploration with Carter Oil (sub- 
sidiary of Standard of New Jer- 
sey) and is reported negotiating a 
similar arrangement with Conti- 
nental Oil. 


Pittston 


Around 3014 in a 1952 range of 
3214-2514, recent strength and 
activity in the stock of this com- 
pany, one of the largest bitumin- 
ous coal producers, reflected mo- 
tives having nothing to do with 
coal. Pittston has two trucking 
and warehousing subsidiaries, 
with oil distribution the most im- 
portant of these operations. Gains 
here promise 1952 earnings well 
above last year’s $2.51 a share. 
However, the “kicker” in the 
stock is natural gas in Pittston’s 
Clinchfield, Va., properties. A 


(Please turn to page 454) 
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NATIONAL BANK 


OF THE CITY OF NEW YORK 
STATEMENT OF CONDITION, JUNE 30, 1952 


RESOURCES 





Cash and Due from Banks ey ar ee $1,477,139,773.97 
U. S. Government Obligations. . . . . . . 1,232,757,393.74 


State and Municipal Securities. . . . . . . 310,548,457.00 
Other Gecarities 2. . 6 es ee te te ee 331,571,914.82 
Mortgages . 2. 2 6 6 © © © © © ew 62,485,411.74 
es ck OS Oe ee ee  S ewe we!) «6 eee 
Accrued Interest Receivable . . .... . 11,955,791.57 
Customers’ Acceptance Liability . . . . . . 36,732,690.06 
Banking Mouses . . 2. 1 + © 8 © e© © 29,608,306.55 
ee a a a 7,886,438.98 





$5,697,633,276.84 








LIABILITIES 

Des kx *% ee me HR ROR eH $5,236,752,681.97 
Foreign Funds Borrowed . . . . . +s 7,431,239.00 
Dividend Payable August 11,1952. . . .. . 2,960,000.00 
Reserves—Taxes and Expenses. . . . + + + 30,564,414.63 
Guber Liabilities 2. 6 wt tt HU Hh Hh 15,402,123.67 
Acceptances Outstanding . . . «+ « «+ « 41,053,062.08 

Less: In Portfolio . 1. © © © © © © © @ e@ 3,944,470. 80 


Capital Funds: 


Capital Stock. . . . . « $111,000,000.00 
(7,400,000 Shares-$15 Par) 
Surplus . . . . . . . 189,000,000.00 


Undivided Profits . . . . 67,414,226.29 





_ 367,414,226.29 
$5,697,633,276.84 


United States Government and other securities carried at $576,754,165.00 were pledged 
to secure public and trust deposits and for other purposes as required or permitted by law. 
Member Federal Deposit Insurance Corporation 








JULY 


12, 


1952 


453 

















For Profit and Income 





(Continued from page 452) 


number of producing wells have 
been drilled and capped. Com- 
mercial exploitation will require 
some pipe line construction. Since 
the price trend of natural gas is 
upward, there is good reason to 
go on with drilling and capping 
wells but to make haste slowly 
about selling the gas. Pittston is 
a situation which might well re- 
ward a_ patient speculative-in- 
vestor generously over a_ period 
of several years. 





Too Much Plant Capacity 
Today—What of Tomorrow? 
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After these holdings were whit- 
tled down to the safety margin, 
the major industries shifted to 
the money market for funds. Fi- 
nancing of capital expansion has 
provided the major impetus for 
the steady stream of new issues 
offered this year. This is espe- 
cially true in the petroleum, steel, 


CLARK 


EQUIPMENT 


FOR MATERIALS HANDLING 


You multiply many times 

the work that men alone 

can do. and get better satisfied 
men—by installing CLARK 
materials handling machines. 
You cut down accidents, 
double or triple storage capacity 
and make substantial savings. 
It's the simple, sound, 
wholly practical way to 
compensate for the 
manpower shortage. 
Consult the CLARK dealer 
—see the Yellow Pages & 
of Phone Directory; 

or write us. Clark 
Equipment Company, 
Battle ae Michigan. 


Products of CLARK EQUIPMENT 


TRANSMISSIONS — AXLES — AXLE HOUSINGS for | 
Trucks, Buses, Industrial and Farm Tractors — FORK: | 

UFT TRUCKS—POWERED HANDTRUCKS AND INDUS- , 
TRIAL TOWING TRACTORS for Moteriols Handling. | 
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electrical machinery, chemical and 
aircraft industries. But now top- 
level executives are prone to ex- 
amine new offerings with more 
skepticism and there are indica- 
tions that they may be turning to 
the banks for funds. This is a sure 
tip-off that less money will be 
needed for improved plant facil- 
ities. 


Capital Investment at Peak 


We do not have to look far for 
other evidences that the mobiliza- 
tion of capital investment may be 
drying up. Several industries, 
such as the machine tool and 
freight car building, are catching 
up with the mammoth backlog of 
orders that flooded them shortly 
after the Korean war started. The 
buyers’ market in other lines like 
textiles, shoes, furniture and con- 
sumer durables has meant cut- 
backs in industrial output, with 
the urge to expand capacity com- 
pletely lost. 

With the adjustment in our 
shift to a defense economy just 
about completed, many of our 
large corporations are fully pre- 
pared to work at capacity but are 
only awaiting distribution of mil- 
itary contracts. Because the Ad- 
ministration has been particularly 
languid in placing orders, certain 
defense-supporting firms have 
taken the cue to cancel or cur- 
tail further plant expansion under 
the premise that an emergency no 
longer exists for their products. 


There are still other hints that 
the investment tide is beginning 
to run out. General gloom over 
certain specific business forecasts 
and continued scarcity of a few 
imported materials are reported 
as reasons. Overproduction with 
a capital “O” is the menace seen 
by the long-established plywood 
manufacturers in the Pacific 
Northwest. A few of the 74 new 
plants that have mushroomed 
since the thirties now find them- 
selves operating in the red and 
are prepared to hang out the 
white flag because of apprehen- 
sions over surpluses. 

The vital question confronting 
us today is whether our economy 
is geared to absorb the multitude 
of new plants and their capacity 
to produce over the long run. 
Broad fluctuations have always 
been associated with cyclical 
swings of business. Following the 
prosperous twenties, America’s 
vastly enlarged productive facili- 
ties were an added deterrent to 


recover some of her strength. In 
1933, for example, steel consump- 
tion fell to less than one-half of 
production and the swelled ranks 
of unemployed thus prolonged the 
depression. 

Today we have an entirely dif- 
ferent situation. What seems to be 
over-capacity now may not seem 
so in a few years. Living in the 
threat of communist aggression, 
it is necessary to maintain a high 
capacity of steel operations. 
whether it be for immediate needs 
or stockpiling purposes. More- 
over, the cold-war contingency 
dictates our fundamental policies 
for other industries. Business is 
well aware that future emergen- 
cies like Korea are liable to crop 
up at any time and therefore it 
must be prepared to meet them 
with the highest possible level of 
productive capacity. But with an- 
nual steel production double the 
1940 figure of 67 million tons, our 
capacity is more than ample for 
normal times. 

A crisis in the shortages and 
costs of raw materials may have 
some effect upon our national se- 
curity. By 1975 the government 
maintains we will be importing 
about one-fifth of our industrial 
needs despite the stupendous post- 
war expansion at home. Raw ma- 
terial requirements will have to 
increase roughly 60% in the next 
twenty-three years to support a 
doubling of the gross national 
product to $566 billion, a popula- 
tion of 193 million and a working 
force of 82 million employed. 
These forecasts are based on the 
average increase in each year for 
the last century. 


Rise in Labor Output 


Despite the chances of a short- 
ened work week, it is anticipated 
that output per man hour will 
continue to rise. As emphasized by 
the President’s Materials Policy 
Commission, the real hazard of 
a materials shortage lies in the 
insidiously climbing costs. If the 
pivotal challenge of facing grow- 
ing demands cannot be met with- 
out holding prices, our standard 
of living will be seriously im- 
paired and our national security 
permanently weakened. Some 
companies, especially those in the 
chemical field, have been forced 
to revise expansion plans; many 
have postponed construction of 
new plants due to soaring costs in 
basic commodities and _ rising 
charges for financing, as well as 
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because of forebodings of over- 
capacity. 

In order to feed a larger num- 
ber of people twenty-odd years 
hence, agricultural production 
will have to climb 40% to keep up 
with demands. It is estimated that 
for industry to operate efficiently 
as a Whole in a more highly tech- 
nical era, energy requirements 
will have to double while indus- 
trial water needs will be hiked 
roughly to 170%. Consensus is 
that for the first five years after 
defense expansion tops the high- 
water mark, the somewhat de- 
layed replacement and modern- 
ization programs for civilian 
production will absorb approxi- 
mately one-quarter of new out- 
lays. Extensive development over 
the long term is also envisaged 
for such industrial newcomers as 
snythetic fibers and plastics. 


All these arguments:may seem 
convincing enough on the surface 
that our free enterprise system is 
heavily cushioned from any pos- 
sible over-production. But we 
must be realistic in our approach. 
Certainly consumer income is not 
growing as rapidly as potential 
productive capacity and there is 
little likelihood that the gap 
opened since 1939 will ever be 
closed. Once our armament re- 
quirements are stabilized at a 
lower level, all hope will be lost 
for balancing these two important 
economic indicators. To further 
arrest consumer’ purchasing 
power, we are restrained from 
spending by the highest taxes and 
living costs in our history. 

Re-examination of the tremen- 
dous plant expansion undertaking 
since World War II, therefore, 
highlights the divergent patterns 
that exist today. On the one hand, 
capacity will soon have reached 
the saturation point, leaving us 
with a moderate over-abundance 
of goods in some lines and a sub- 
sequent decline in labor force with 
which to contend. But what could 
be interpreted here as a slow proc- 
ess of business deterioration can 
only be offset temporarily by the 
growing needs of a semi-wartime 
state. 

Among the principal industries 
which have already taken steps to 
guard against overproduction 
through moderation of expansion 
are the steel—which right before 
the strike was concerned with the 
sudden build-up in inventories— 
utilities, electrical appliance, rub- 
ber, chemical and textile. In the 

(Please turn to page 456) 
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Visit the oil fields of the country and 
you will see hundreds of “Christmas 


Trees” dotting the landscape. But . & 
these “trees” are not handsomely \ 
decorated with tinsel or with gaily - 
wrapped gifts at their bases. y * 
Our oil field “Christmas Trees” are 9 


made of cold steel, complicated valves, \ 
and pressure gauges. Very often they look 
like a plumber’s nightmare, but are 
actually well-head pipe connections that 
regulate the flow of gas or oil from well 
to pipeline, for delivery to the nation’s 
refineries. 
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“Christmas Trees” in the oil fields — not 
only in July — but throughout the year, are 
vital links between oil in the ground and 
gasoline in your car. 


And while “Christmas Trees” are actually a very 
small part of SUNRAY’s investment of $276 million 
in corporate assets, they have a great deal to do 

with efficient production. 


It takes men, money and machinery to produce 
petroleum and SUNRAY’s progress is marked 
by a proper balance of these factors — for 
SUNRAY’s progress and America’s 

progress go hand in hand. 


“sage? 








ORI CRIS: 


During 1951, SUNRAY oper- 
= ated 5600 oil and gas wells, to 
» produce 73,000 net barrels of 
‘oil daily, setting a new com- 
# pany production record for 
= total annual production of 26 
= million barrels. 
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SUNRAY OIL CORPORATION 


GENERAL OFFICES e FIRST NATIONAL BLDG. e TULSA, OKLA. 
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INVESTORS# YOURS FOR 
THE ASKING 


SO STOCKS 
BABSON says SWITCH! 





URRENTLY there are 400 ac- 
tive stocks on Babson’s master 
Switch list. As a get acquainted 
offer—and for a limited time only, 
BABSON’S REPORTS will send 
those who request it, a switch list of 
50 common stocks absolutely FREE. 
Your stocks may be on this list. 


FREE—Babson’s 7-Stock Check 
You may send us a list of 7 stocks 
you own or intend to buy. We will 
check these stocks and tell you 
promptly whether Babson clients 
have been advised to HOLD or 
SWITCH. 

This FREE offer may be withdrawn 
without notice, so play safe and 
ACT NOW to get your 

(1) 50 STOCKS to SWITCH 

(2) Babson's 7-Stock Check 
WRITE TODAY to Dept. M-109 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 














Too Much Plant Capacity 
Today—What of Tomorrow? 





(Continued from page 455) 


steel group are the larger com- 
panies, especially, represented bv 
U. S., Bethlehem, National and 
Inland. Because the utilities are 
generally in the position to cur- 
tail output when consumer spend- 
ing drops, only a few of the smaller 
firms such as New England Gas 
and Electric Association and Cen- 
tral Illinois Public Service have 
been hit. However, the light con- 
sumer durables industry is now 
in its second year of sharply re- 
duced production. Radio, Admiral 
and General Electric were forced 
to cut television and refrigerator 
capacity by one-third some time 
ago. 

Recent shaving of rubber prices 
by Firestone, Goodrich and Good- 
vear are indicative of the over- 
production in this important 
commodity while only one or two 
of the leading chemical com- 
panies, notably American Cyna- 
mid and Dow, have altered 
expansion projects, with an eye 
to more discrimination in what 
items have reached the saturation 
point. Led by a marked decline in 
output by American Woolen, prac- 
tically all of the textile, rayon and 
cotton companies have not escaped 
the drastic effects of last year’s 
over-capacity. 

Illustrating the enormous in- 
vestments placed in new plants 
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and equipment in the post-war era 
and the results obtained from 
these capital expenditures are the 
following figures pertaining to 
some of the leading companies in 
diversified industries: 








(in millions) 
Amount Spent 
For Plant and = Gain in Annual 
Compa Equipment Output or Sales 
U. S. Steel $1,393 13,036 (tons) 
Pacific Gas & Electric 800 2,500 (kw. per hr.) 


Company 





General Motors ....... 1,899 2 (vehicles) 
Dow Chemical 343 239* 
Firestone Rub. & Tire 169 398* 
Anaconda Copper 289 166* 





*Dollar increase in annual sales. 











Answers to Inquiries 
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$2.20 from $2.35 per share as a 
result of the heavier tax burden. 
Taxes per share amounted to 
$4.51 from $3.15 in the preceding 
year. 

Defense production was started 
early this year under a prime con- 
tract for manufacture of delay 
elements for artillery fuses. The 
contract will be met with existing 
machine tools and no increase in 
personnel. It will not appreciably 
affect production of civilian 
items. 

The company has acquired a 
controlling interest in the W. A. 
Schaeffer Pen Company Pty. Ltd. 
at Melbourne, Australia. The 
Australian subsidiary will manu- 
facture the complete Schaeffer 
Fineline line and some primary 
line fountain pens, ballpoints and 
mechanical pencils in addition to 
Skrip and mucilage. 

The Australian company is in 
a good position to furnish Schaef- 
fer merchandise to those soft- 
money countries to which ,the 
American and Canadian subsidi- 
ary, because of import and dol- 
lar restrictions, cannot profitably 
export. 


Tung Sol Electric Inc. 

“Tung Sol Electric Inc. has recently 
been listed on the New York Stock Ex- 
change. Will you please supply informa- 
tion as to company’s principal products 
and also dividend payments.” 

Ct. Odacn N.Y. 

Tung Sol Electric Company 
made its bow on the New York 
Stock Exchange on June 9th. 

The company has been identi- 
fied with the development of min- 
ature incandescent lamps _ for 
automobiles ever since the early 
days of that industry. From 


World War II on, however, it has 
produced a substantial portion of 
the electron tubes used by radio, 
television and the armed forces. 
From 1949 to 1951 when sales 
soared from $15,530,969 to $31,- 
484,760 and earnings rose from 
$917,310 to $2,049,458, electron 
tubes have come to account for 
two thirds of total volume. Be- 
sides radio and TV, these tubes 
are going into electronic compu- 
ters, industrial control systems, 
micro-wave relays and aircraft 
contro] radar. Research is being 
pressed on tubes for guided mis- 
siles, for electronic ignition sys- 
tems in automobiles and _ for 
colored television as well as on 
the electronic device called the 
transistor which promises to rev- 
olutionize tube applications. 

The founders of Tung Sol were 
making miniature lamps for nov- 
elties when the fast growing pop- 
ularity of the motor car, lit with 
primitive oil and acelylene gas 
lamps provided a bright new 
market for their products. Among 
the later developments credited 
to Tung Sol in the automobile field 
were the double headlight lamps 
—one for the high driving beam, 
the other for the low or reduced 
glare beam and the fixed focus 
headlight which eliminated spe- 
cial adjustment each time a used 
lamp was replaced. Two outstand- 
ing company products, the all- 
glass sealed beam headlight and 
the directional signal flasher, 
were brought out in 1939. 

Dividends on the common stock 
are currently being paid at the 
rate of 25 cents quarterly. The 
initial payment on the new pre- 
ferred was made on June 2, 1952. 
Presently outstanding are 494,487 
shares of common stock in the 
hands of 2350 stockholders and 
49,800 shares of 5° cumulative 
preferred stock in the hands of 
528 stockholders. 

For the first quarter of 1952 
net sales were $8,011,074 and net 
income was $492,241. 


Warner Hudnut Inc. 

“T have been told that Warner Hudnut 
has introduced some new products re- 
cently. Please give me information on 
the company and include recent earn- 
ings and new developments.” 

T.R., Richmond Virginia 

Warner-Hudnut Inc., listed on 
the New York Stock Exchange, 
manufacturer of pharmaceutical 
and cosmetic products, reports 
that its world-wide sales estab- 
lished a new high record of $53,- 
588,207 in 1951 compared with 
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$46,417,707 in 1950 and that sales 
of consolidated companies also 
reached a new high of $43,836,890 
compared with $39,314,880 in the 
preceding year. 

Consolidated net income for the 
year, both foreign and domestic, 
totalled $3,304,864 compared with 
$2,540,020 in 1950, an increase of 
30%. The year’s earnings were 
equivalent to $2.96 per share on 
the common stock outstanding at 
the year-end compared with $2.16 
for 1950 on the basis of the same 
number of shares. 

One of the important steps 
taken by the company was the 
acquisition of Chilcott Labora- 
tories Inc., which became a sub- 
sidiary of the company in late 
January of this year. The addition 
of Chilcott sales, approximately 
$3,300,000, brings the estimate for 
ethical specialties and _ proprie- 
taries of medicines of all Warner- 
Hudnut companies to 4814°% of 
the world-wide total business for 
1952. 

Addition of Chilcott research 
facilities also strengthened the 
company’s position. The result of 
this combined research culminated 
in the development of five new 
pharmaceutical specialties intro- 
duced in 1951. These are Omni- 
Vita Spherettes, Anusol Unguent, 
Atralose, Peritrate and Evans 
Blue Dye. 

The company’s greatly increas- 
ed cosmetic research has resulted 
in the development of many new 
items which have contributed to 
increased sales by the Hudnut 
Sales Company of $1,113,000 over 
1950. 

Results for the first quarter of 
1952 reflect world-wide sales of 
$12,129,000 consolidated sales of 
$10,229,000 and consolidated net 
earnings of 42 cents a share. In the 
first quarter of 1951 world-wide 
sales were $12,370,000, consoli- 
dated sales $10,450,000 and net 
earnings of 53 cents a share. 

First quarter 1952 figures in- 
clude those of Chilcott Labora- 
tories, acquired early this year 
through an exchange of shares. 
The president of the company 
estimates that due to higher taxes 
and wages, 1952 results may run 
10°c less, even though profits be- 
fore taxes may exceed 1951. Sales 
of Chilcott Laboratcries for the 
first four months of 1952 showed 
a good gain and this was chiefly 
because of launching of the two 
new drugs, Peritrate to prevent 
attacks of angina pectoris and 
Methium to reduce high blood 
pressure. 
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DIVIDEND NOTICE 
The Directors of Daystrom, Incorporated 
(formerly ATF Incorporated) on June 30, 
1952, declared a regular quarterly dividend 
of 25 cents per share, payable August 15, 1952, 


OPERATING UNITS: 


AMERICAN 
TYPE FOUNDERS 


DAYSTROM 
ELECTRIC 
DAYSTROM 
FURNITURE 


DAYSTROM 





to holders of record July 28, 1952. 








\ new multi-purpose dinette sets. 


In September watch for Daystrom’s smart, 


INSTRUMENTS 


DAYSTROM 
LAMINATES 














Dividends in 1951 amounted to 
8714 cents per share and 25 cents 
quarterly has been paid so far 
in 1952. 


Pittsburgh Consolidation Coal 
Company 

“I have read in the newspapers that 
Pittsburgh Consolidation Coal Company 
is studying a plan for the commercial 
operation of a pipeline system for trans- 
porting coal from mines to markets. As 
a subscriber to your Magazine, will you 
please submit recent earnings of the 
company and other pertinent data.” 

F. J., Harrisburg, Pa. 

Pittsburgh Consolidation Coal 
Company reported consolidated 
net income (exclusive of profit in 
disposal of properties, invest- 
ments, ete.) of $16,045,000 or 
$7.44 per share for the vear 1951. 
This compares with $16,145,000 or 
$7.49 per share for 1950. 

The company produced from its 
own mines during the year, a total 
of 27,079,000 tons of coal com- 
pared to 24,030,000 in 1950. In- 
cluding coal sold for others and 
marketed 31,170,000 tons com- 
pared with 27,613,000 tons in the 
previous year. The company’s pro- 
duction amounted to 5.06 of the 
national production, a new high in 
percentage of national output. 

The vear showed capital expen- 
ditures of $8,300,000 as compared 
with $9,872,000 in 1950. The ma- 
jor project completed in 1951 was 
the Georgetown Preparation Plant 
in Ohio. Substantial expenditures 
were made during 1951 for pur- 
chase and installation of mechan- 
ized equipment. : 

A demonstration-size pipeline 
system was erected near the 
Georgetown Plant and placed in 
operation in November. By means 
of this project, the company will 
study the problems which may be 
encountered in the commercial 
operation of a pipeline system for 
transporting coal from mines to 
markets. 

The average annual earnings of 
all the company’s union employees 

(Please turn to page 458) 
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YALE & TOWNE 


INN 256th Dividend 
since 1899 


On June 26, 1952, 
dividend No. 256 
of fifty cents (50¢) per 
share was declared by 
the Board of Directors 
out of past earnings, 
payable on Oct. 1, 1952, 
to stockholders of record 
at the close of business 
Sept. 10, 1952. 


F. DUNNING 


Executive Vice-President and Secretary 


THE YALE & TOWNE MFG. CO. 
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Common Share Dividend 
A dividend of 25c per share on Common Share 
payable August 1, 1952 to § 
July 18, 1952 
Preferred Share Dividead 
A dividend of $1.25 per share on Preferred Share 
L S er Ter f re 


ayable August 1, 1952 to Shar 


Juiy 18, 1952 


areholders of recor 


H. J. HEMINGWAY 


President 


PAINTS + CHEMICALS » METAL POWDERS 


ADHESIVES + RESINS « BUILDING PRODUCTS 











| JOHN MORRELL & CO. 


DIVIDEND NO. 92 


A dividend of Twelve 
and One-Ualf Cents 
(80.125) per share on 
the capital stock of 


| 
} 
| 
| 
John Morrell & Co. | 





will be paid July 30. 1952, to stock- 
holders of record July 10, 1952, as 
shown on the books of the Company. 


Ottumwa, lowa George A. Morrell, V. P. & Treas. 
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Answers to Inquiries 


As I See It! 





(Continued from page 457) 


who were on the payroll through- 
out 1951 amounted to $4,301 per 
man. 

Dividends in 1951 totalled $3.00 
per share and 75 cents quarterly 
has been paid thus far in the cur- 
rent year. 





The Trend of Events 
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28%, transportation equipment, 
up 20%, and machinery and non- 
ferrous metals, up 15%. On the 
other hand, payments fell in food, 
beverages and tobacco, down 9%, 
and textiles and leather, down 7%. 
Dividends in finance, utilities and 
communications were moderately 
higher. Despite this generally fa- 
vorable picture of dividends, it 
must be noted that the number of 
individual companies which have 
either reduced or passed their divi- 
dends is growing. It is significant 
that this has been more true of the 
weaker companies. 








How to Discover Opportunities 
In the Stock Market 


1001 CHARTS 


in the new July issue of 


GRAPHIC STOCKS 
will help you select which stocks to buy 
and which to sell in today’s market. 
These charts show, for nearly twelve 
years; to July 1, 1952: 

@ Monthly Highs and Lows 

e Annual Earnings 

e Annual Dividends 

e Latest Capitalizations 

e Monthly Volume of Shares 

e Stock Splits—Mergers—etc. 


(See charts on pages 435, 436, 437 


New Feature: A list of over 200 unlisted 
stocks which are selling at less than ten 
times earnings, is included in the July 
issue of GRAPHIC STOCKS. 


Also included are 50 Group Averages 
printed on transparent paper, and the 
three Dow-Jones Averages from 1927. 


The new July issue is now available. 
Send your order today for prompt de- 


livery. 
SINGLE COPY (Spiral Bound).............. $10.00 
Yearly (6 Revised Issues).................. 50.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 
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policies are fostered in those coun- 
tries — principally Iran, Bolivia 
and Guatemala—that were at the 
head of the list of the countries to 
receive substantial Point Four aid 
and that because of their re- 
sources, would have profited also 
from substantial private capital 
investment as well. 

Justifying the nationalization 
of the tin mines, in Bolivia, Sr. 
Estenssoro quoted almost ver- 
batim the arguments used one 
year ago by Iran’s Mossadegh. 
“For a half a century a few for- 
eign enterprises have exploited 
Bolivia’s mining riches—exporting 
nearly all their profits and re- 
serves and incorporating into for- 
eign economies.” 


What Sr. Estenssoro did not 
mention is that (1) instability of 
Bolivia’s past governments has in- 
spired little confidence for any- 
body to leave money in that coun- 
try, and (2) the opportunities for 
investment of profits have been 
limited. It is not a function of a 
mining company to open up an 
agricultural area, for example. 
Outside capital for such purposes 
was made available to Bolivia and 
more would have been forthcom- 
ing if the situation had not have 
deteriorated. It may be added that 
the “profits” mentioned by Sr. 
Estenssoro have become a trickle 
in recent years. High taxes and 
extensive and expensive social leg- 
islation have turned Bolivia into 
the highest cost producer of tin in 
the world. The curtailment of min- 
ing operations was averted only 
by the war in Korea. 

Now that the Bolivian state will 
keep the “profits” of the tin 
monopoly, it will indeed be inte- 
resting to watch how effectively— 
compared with the past perform- 
ance—these “profits” will be in- 
vested in the development of the 
country’s resources. If past experi- 
ence is a clue, we may expect that 
the foreign exchange will be 
squandered on projects of dubious 
economic value. It is a foregone 
conclusion that there will be wage 
increases and that the jobs in the 
new government monopoly will go 
to union leaders and politicians. 
We can well see Bolivian prices 
and costs spiralling faster than 
ever. No matter how a private 
enterprise uses its profits, it still 
must keep constant check on the 


management if it is to survive, and 
it must depend on its own re. 
sources. No such guard against in- 
efficiency and extravagance is 
known to exist in state-owned 
enterprises. 





BOOK REVIEWS 


CHANGING CONCEPTS OF 
BUSINESS INCOME 


The earnings of corporations are de- 
termined by a process involving all sorts 
of judgments. What are the criteria 
which guide these judgments? Could im- 
provement be made in the science of de- 
termining income? What is the effect of 
changing value of the dollar on the 
method of determining income? 

For three years these questions — so 
vital to businessmen—have been picked 
to pieces by a study group on business 
income set up on the initiative of the 
American Institute of Accountants, and 
financed by it and the Rockefeller Foun- 
dation. The group included lawyers, 
economists, and businessmen as well as 
accountants. This book is the final re- 
port of that study group. It should be 
ead by bankers, by corporate executives, 
accountants, trustees, lawyers, tax ex- 
perts, and by serious students of our 
economy. And the matters discussed here 
should be understood by any intelligent 
stockholder. 

Analyzing the various concepts of 
business income, the authors show how 
each is used today against its historical 
background. They suggest that financial 
reports could be made more practical if 
greater attention could be given to the 
specific puposes fo which they are used, 
such as: by management, by stockhold- 
ers, for legal purposes, for purposes 
of government regulation, for tax pur- 
poses, and for purposes of labor nego- 
tiation. 

Chief among their recomendations is 
the proposal that costs and income be 
measured in units of equal purchasing 
power, instead of in the customary dollar 
unit. If this recommendation wins gen- 
eral approval, orthodox income state- 
ments and balance sheets may soon be 
replaced by reports that are much more 
meaningful, both to business and to the 
investor. 


Maemillan $2.00 





THE ETHICS OF REDISTRIBUTION 
By BERTRAND DE JOUVENEL 


Is Redistribution a remedy? 

What effects can a welfare-state have 
upon its people? 

Is state patronage of culture threat- 
ening? 

What would each person’s income be 
if al incomes were made equal? 

Is taxation as hard on the commercial 
company as it is on the family? 

This brief book makes readers think, 
and think again. It is by an economist; 
sometimes humorous but always incisive. 


Cambridge University Press $1.75 
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There has rarely been a time when it is so 
important to you that your securities be kept in 
line with the march of events. Let’s take a quick 
look at some of the 1952 facts and figures. 


SHIFT IN In the first quarter of 1952 nearly 
EARNINGS 7 out of 10 leading corporations 

showed lower income ... and second 
quarter reports coming out soon will contain keen 
disappointments for some investors—good news for 
others. Be sure you are in the latter group. 


CHANGING From January 2nd, to June 2nd. 
DIVIDENDS 1952—more than four times as many 


listed companies as last year cut or 
omitted their dividends—while less than one-half as 
many as last year raised their dividends. You will need 
keen discrimination to avoid dividend casualties and to 
maintain a high yield. 


SHARP STOCK 


Our study of the movements of the 


PRICE 330 most active listed stocks during 
SELECTIVITY the first five months of this year 


reveals that 114 advanced with gains 
up to 40% ... while 167 declined with losses as large 
as 33%. This selectivity will complicate your task of 
avoiding laggards and holding profitable stocks. 


Isn't this the Service 
You Want and Need 


In These Changing Times ? 
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THREE DIVERSIFIED 
PROGRAMS FOR 
YOUR VARIED 

OBJECTIVES 


—For Backlog Investments 
—For Appreciation with Income 


—Low Priced Shares for Large 
Percentage Growth 


The Investment and Business Forecast 
brings you three, prudently diversified 
programs to meet your every objective. All are pro- 
vided under your single enrollment. 


ADDED FEATURES INCLUDE... 


Consultation by Wire and by Mail... To keep your portfolio ona 
sound basis, you may consult us on 12 listed securities at a time 
... by wire and by mail. 


Business Service ... Weekly review and forecast of vital happen- 
ings as they govern the outlook for business and individual 
industries. 


Washington Letter . . .“Ahead-of-the-news” weekly reports from 
our special correspondent on legislative and political develop- 
ments weighing their effects on business and securities. 
ENROLL NOW to share in OUR NEW CAMPAIGNS 
TO START AT THE NEXT BUYING ZONE. 
Join our service now so that you will be able to par- 
ticipate in our stock selections for ABOVE AVERAGE 
INCOME AND PROFIT when they are issued and 
before their initial rally gets under way. 

AND. if you will send us full data on your present 
holdings and cash position you will receive our 
advice at once—WHAT TO SELL—WHAT TO HOLD. 
You are invited to take advantage of our Special 
Enrollment Offer which provides FREE SERVICE to 


July 28th. Mail the coupon below . . . today. 








Wat meee ee ee ee oe oe FREE SERVICE TO AUGUST 12 ae ae ee ee ee ce ee ee ee, 
OUpor | ag 
| 7/12 | 
Joday. / | | THE INVESTMENT AND BUSINESS FORECAST I 
. | of The Magazine of Wall Street. 90 Broad Street. New York 4, N. Y. { 
a | I enclose (J $60 for 6 months’ subscription: [J $100 for a vear’s subseription. 
Special Offer | (Service to start at once but date from August 12. 1952) 
| SPECIAL MAIL SERVICE ON BULLETINS 

MONTHS’ Bh iotee J . | aes 

60 Air Mail: ©[ $1.00 six months: [) $2.00 7“) Telegraph me collect in anticipation of 
SERVICE | one year in U. S. and Canada. important market turning points...when t 
Special Delivery: | siz months to buy and when to sell...when to ex- 4 
MONTHS’ | ~] $8.00 one year. pand or contract my position. I 
12 SERVICE $100 | Name 
Complete service will start at | FMM AT A CMM cu te scsi Se Selb a ha aa on ad cn Bt Cec Ra } 
once but date from August 12. | City iene " 
Subscriptions to The Forecast ' Your subscription shall not be assigned at List up to 12 of your securities for our t 
are deductible for tax purposes. any time without your consent. inital analytical and advisory report. l 


JULY 12, 1952 
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Market Discounts 
Election Implications 





(Continued from page 411) 


deflationary than Eisenhower pol- 
icies; and Stevenson policies 
would be more moderate middle- 
road, especially in fiscal manage- 
ment, than Truman policies. 
What should the investor be do- 
ing now? He should hold substan- 
tially invested positions in sound 
stocks, emphasizing yield or long- 
term (six months or more) cap- 
ital gain or a compromise com- 
bination or both in line with 
individual objectives and circum- 
stances—but while continuing to 
maintain reasonable cash_ re- 
serves. For new long-pull buying 
he probably could not do better 
than follow the lead of the insti- 
tutional funds, both in making 
purchases on a dollar-averaging 
basis and in concentrating most 
heavily in selected oils, chemicals 
and utilities; to a lesser extent in 
retail trade, foods and bank-in- 
surance stocks, among others. 


Sound Policy to Follow 


The speculative-investor is, or 
should be, concerned with cyclical 
market trends. For him this is 
probably a late phase to consider 
buying for six-months holding. 
He might better contemplate par- 
ing down positions, especially in 
cylical-type stocks, on _ possible 
further market strength within 
the summer period. 


The trader’s best bet is to “‘fol- 
low his nose,” going along with 
the market as best he can, trying 
to ride with stocks that are per- 
forming well, and being prepared 
to sell without great delay—with 
or without profit—if his bet be- 
gins to look dubious or goes 
wrong. The odds against him, in- 
cluding full tax liability on short- 
term gains if he garners any, are 
always formidable. On the basis 
of market action at this writing 
and company prospécts for 1952, 
some speculative possibilities that 
can be cited by way of example 
are Chicago & Northerwestern, 
Aldens, Beech Aircraft, Interstate 
Department Stores, Mohawk Car- 
pet, American Metal, Bohn Alum- 
inum and Republic Aviation. It 
must be emphasized that these 
stocks are in a speculative cate- 
gory—Monday, July 7. 
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MEN, MEAT AND MIRACLES 
By BERTRAM B. FOWLER 


This is the documented story of the 
meat packing industry and of the strong 
men who created it. Against the brawl- 
ing backdrop of the tumultuous Chicago 
stockyards, you meet the men who 
flogged themselves to the top—from Long 
John Wentworth, who walked into Chi- 
cago barefoot, shoes in hand and Dart- 
mouth diploma in pocket, to foresighted 
Tom Wilson, who started as a car 
checker and rose to check on the meat 
standards of a nation. Here is steel- 
nerved P. D. Armour, who gambled on 
the end of the Civil War and won 
$1,500,000; Gus Swift, “Yankee of the 
Yards,” who rose from meat peddler to 
master packer; and immigrant Nelson 
Morris, who began as a slaughter boy 
and ended as a legend. 

Mr. Fowler traces through these men 
the beginning of a dream, and shows 
how that dream affected America. In 
sharp refutation of Upton Sinclair’s THE 
JUNGLE, it is a stirring and stimulating 
account of the forces and conflicts that 
transformed, the meat industry from a 
morass into a miracle. 


Julian Messner $3.00 


LIBERIA 
By R. EARLE ANDERSON 


Just around the bulge of the West 
Coast of Africa is a country whose 
unique origin, strategic location, and 
economic possibilities make it important 
for an America grown up to world-wide 
responsibilities. Here, in the scope of 
one volume, Mr. Anderson presents a 
concise account of Liberia’s dramatic 
and often stormy history as an indepen- 
dent Negro republic founded on Ameri- 
can idealism; a vivid picture of T.iberia 
today; and a shrewd analysis of the op- 
portunities that Liberia offers for en- 
lightened collaboration by American 
busines and government. 

Mr. Anderson writes from a rich back- 
ground of experience as corporation ex- 
ecutive and government official. and this 
gives special point to his anralvsis of 
such develonemnts as the Firestone 
enterprise. with its imnvlications for the 
Point Four program, the fabulous Bomi 
Hills iron mine now shipping an excel- 
lent grade of ore to the United States. 
the infant eocoa industrv. which mav 
soon rival that of the Gold Coast. ard 
experimental work in such fields as cof- 
fee and oil-palm nroducts. 

Chanel Hill $5.00 


MAKING PROFITS IN THE 
STOCK MARKET 
Rv JACOB 0. KAMM 


This book is written for the stacl mer. 
ket “amateur” who wishes to broaden his 
knowledg¢e of market operations—the be- 
ginner who has never made an jnrvest- 
ment and would like to begin in an 
intelligent fashion, and the person who 
has d‘scovered from exnerience that 
stock trading is a difficult and tricky 
business. 

Success in the stock market is possible 
to the amateur as well as to the profes- 
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sional. The investor with moderate cap- 
ital is just as able to make a profit, if 
he knows exactly what he is doing, as 
the speculator for whom stock trading is 
a sideline. But profits depend upon a 
sound knowledge of market operation. 
To show a profit ever a period of time, 
the investor must develop an operational 
pattern, and this book shows how to set 
up such a pattern. 


World $2.00 


INVESTMENT ADVICE FOR 
PROFESSIONAL MEN 


By HOWARD A. BOLTON, M.B.A. 
and WILFORD J. EITEMAN, Ph.D 


This book outlines on investment plan 
of special interest to persons with stable 
incomes. It presents a formula for de- 
termining just how much insurance one 
should carry. It describes the character- 
istics of common stocks, preferred 
stocks, and bonds. It explains a simple 
method by which to analyze securities. It 
shows how to invest one’s savings with 
reasonable safety at yields in excess of 
ten per cent per year. 

Masterco Press $3.50 


BUSINESS BE DAMNED 
By ELIJAH JORDAN 


Professor Jordan asserts that if Jesus 
were alive today He would at once rec- 
ognize that the Temple has falen into 
the hands of business men. Jesus’s act 
of cleaning the Temple—that is, His em-’ 
phasizing the deep distinction between 
creative moral activity and the practice 
of profiting from the activity of others— 
was the dramatization of the whole 
meaning of the life which He lived and 
preached: it was the text for which His 
life was the sermon. 

Professor Jordan’s quarrel is not with 
the busSiness man, but with the business 
mechanism, for he points out that Man 
is infinitely better by nature than Busi- 
ness will allow him to be. The conclusion 
is therefore unavoidable that the Good 
Life and Business are contradictory. 

A brief concluuding statement shows 
the implications of the ideas developed 
in the book with respect to the existing 
world situation. 


Henry Schuman, Inc. $4.00 


ACROSS WORLD FRONTIERS 
By THOMAS W. LAMONT 


Thomas W. Lamont, who died in 1948, 
was one of the most beloved Americans 
of his time. He not only personified 
the best traditions of the banking busi- 
ness, but was a force in international 
affairs, where he plaved an imvortan 
role at the Versailles Peace Conference 
and later in the Dawes and Young plans. 
He was also devoted to the world o 
letters and was an early backer of Th@ 
Saturday Review of Literature. 

This is a warmhearted and colorfu 
story of a man whose devotion to his 
nation’s welfare and to the cause o 
world peace and understanding placed 
him high as a world citizen. 
Harcourt Brace $3.54 
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